THE WHITE HOUSE
WASHRINGTON

Pebruary 18, L983
HEMORANDﬁM TO TEE HEADS OF EXECUTIVE DEZARTMENTS AND AGENCIES

SUBJECT: - GOVERNMENT PATENT '?o:.zcz

To the extent permitted by law, agency policy with respect T2
the dispositicn of any inventicn made in the performance ol &
federally-funded research and development contract, grant or
ccoperative agreement award shall be the same or substantially
the same as applied t¢o small business firms and nonprofit
erganizations under Chaptar 38 of Title 35 of the United
States Code, | ' ' : : :

In awards not subject to Chapter 38 of Title 35 of the

Uniced States Code, any ¢f the r;gnts of the Governmant Or
gbligations of the performer described in 35 U.5.C. 202-204
may be waived or cmitted if the agency determines (1) that the
interests of the United States and the general public will be
better szerved thereby as, for example, where this is necessary
to obtain 2 ynigquely or highly qualified periformer; or (2)
that the award involves co-sponsored, cost sharing, or joint
venture research and development, and the performer, co-
sponsor or joint venturer is making substantial centribution
of funds, facilities or equipment to the work performed under
the award. _ -

In addition, agencies should protact the confidentiality of
invention disclosure, patent applications and utilization
reports required in performance or in consequence of awards to
the extent permitted by 35 U.5.C. 205 or other applicable

laws,
For Immediate Release : February 18, 1983

FACT SHEET

President Reagan has today signed a Memorandum to the heads of
executive departments and agencies directing, to the extent
permitted by law, a revision of the current policy with
respect to rights in inventions made during performance of
Government research and development contracts, grants or
cocoperative agreements. This Memorandum directs the agencies
to adopt and implement the same or substantially the same
policies for all R&D contractors as those set forth in
Public Law 96=517 (Chapter 38 of Title 35 of the United States
Code) for small businesses and nonprofit organizations. It is
intended to achieve more uniform and effective Government-wide
policies. . ' '
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Inventions developed under Government support constitute a
valuable national rescurce. With appropriate incentives, many
of these inventions will be further develcoped commercially by
the private sector. The new products and processes that
result will improwe the productivity of the U.S. economy,
- create new jobs, and improve the position of the U.S. in world
trade. The policy established by the Memorandum is designed
to provide such incentives. :

Experience has shown that, in most instances, allowing
inventing organizations to retain title to inventions made
with Federal support is the best incentive to obtain the risk
capital necessary to develop technological innovations. The
new policy provides that, with limited exceptions, the _
inventing organizations may retain title to the invention,
subject to license rights in the Government which will enable
the Government to use the invention in its own programs, The
Government will also normally retain the right to "march-in"
and require licensing when the inventing organization fails to
pursue development of the invention. 1In addition, the
Department of Justice will develop an appropriate safequard
against anticompetitive retentions of title by crganizations
not subject to Public Law 96- 517 .

To the extent permitted by law, this Memorandum is applicable
to all statutory pregrams including those that provide that
inventions be made available to the public. Those agencies,
such as National Aeronautics and Space Administration and the
Department of Energy, which continue to operate under statutes
which are inconsistent in respects with the Memorandum, are
expected to make maximum use of the flexibility available to
them to comply with the provisions and spirit of the
Memorandum.

In order to promote uniformity, President Reagan has also
asked the Direcctor of the Office of Science and Technology
Policy through the Federal Coordinating Council for Science,
Engineering and Technology to evaluate the effectiveness of
the implementation of the Memorandum and make recommenda-
tions for revision or modification of the Memorandum, OMB
Circular A-124, the Federal Acgquisition Regulation, or agency
requlations, polzc:es, or practices. The agencies will also
provide the Council with data on the disposition and utili-
zation of inventions resulting from their programs and on
.their use of patent rights clauses, exceptions and waiver
auvthorities.
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October 2, 1986

CONFERENCE REPORT ON H.R.
3773, FEDERAL TECENOLOGY
TRANSFER ACT OF 1986

Mr. FUQUA submitted the following
conference report and statement on
the bill (H.R. 3773) to amend the Ste-
venson-Wydler Technology Innovation
Act of 1980 to promote technology
transfer by authorizing Government-
operated labaoratories to enter into co-

operative research agreementa and by .

establishing a Federal Laboratory
Consortium for Technology Transfer
within the National Sclence Founda-
tion, and for other purposes;

CONTERENCE RIPORT (H. REPT. $9-953)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendments of the Sanate to the bill (H.R.
37T3) to amend the Stevenson-Wydler Tech-
nology Innovation Act of 1580 to promote
technology transfer by authorizing Qovern-
ment-operated laboratories to enter into co-
operative research agreements and dy estab-
lishing a Federal Laboratory Consortium
for Technology Transfer within the Nation-
al Sclence Foundation, and for other pur-
poses, having met, after full and free confer-
ence, have agreed to recommend and do rec-
?mmend to their respective Houses as fol-
ows:

That the House recede from its disagree-
ment to the amendment of the Senate to
the text of the bill and agree to the same
with an amendment as follows: =

In lieu of the matter proposed to be in.
serted by the Senate amendment insert the
following:

SKECTION (. SHORT TITLE

This Act may be cited ax the “Federul
Technology Transfer 4ot of 188",
3£C. L COOPERATIVE RESEARCH AND DEVELOP.

MENT AGREENENTR

The Stevenason- Wydler Technology Innova-
Hon Act of 1980 3 amended by rederignal-
ing rections 12 through 15 as secfions 18
through 19, end by inseriing immediately
aster section 11 the following:

“REC. {2 COOPERATIVE RESEARCH AND DEVELOP.
MENT AGREEMENTS.

“fa} GENTRAL AUTHORITY.—-Xach Federal
apency may permit the director of aay of i&s
Government-operated Federal ladoratories—

“I1) to enter inio cooperative research end
depelopment agreements on dehalf of ruch
apency fsubject lo subsection fc) of this see-
tHon) with other Federsl agencies; unils of
Stale or local govern nenly indusirial orga-
nizalions fincludin: corporotions, pariner
thips, and limiled partnerships, end indws-
trial development organizations); pudlic
und private foundationy nonprofit organt-
zalions (including wniversilies); or other
persona {including licensees of fnventions
oumned by the Federal agencyl; and

"t} to nepoliale licensing agreements
under section 207 of title 35, United Stales
Code, or under other guthorities for Governs
ment-owned {nveniions made af the labora-

CONGRESSIONAL RECORD -— HOUSE

tory and other inventions of Federal employ-
eea that may be voluntarily assigned to the
Government.

“th} ENUMERATED  AUTHONTY—Under

t2 eniered into pursuant lo subsec.

Hon faifl), a Government-operaled Federal
laboratory may /fsubject to yubsection (e} of
this section =

“f1} accept, retain, and use }‘unds. persons-
nel, services, and property from collaborat-
ing parties and provide personnel, jervices,
and property lo collaborating parties:

“t2) grant or-agree to gront in advance, lo
a collaboraling party, patent licenzes or as-
rignmenis, or options therelo, in any inven-

" tiom made in whole or in part by a Federal

employee under the agreement, relaining 4
nonerciusive, nontransferrodle, irrevocable,
paid-up license (o practice the invention or
have the invention procticed throughout the
world by or on behalf of the Government
and such other righls as the Federal labora-
tory deems appropriale; and

“t3) waive, subject to reservation by the
Governmeni of @ nonexclusive, {rrevocadle,
paid-up license lo practice the invention or
have the invention practiced throuphoutl the
wortd by or on beAclf of the Government, in
advance, in whole or in part, any right of
ownership which the Federwl Guvernment
may heve lo any subject inveniion made
under the agreement by g collaboruting
p:;tv or employee of ¢ collebordaling party;

a

“t4) to the extent consistent with any ap-
plicable agency requiremenis and standards
af conduct, permit employess or former em-
ployees of the laboratory to participate in ef-
Jorts to commercialize inventions they made
while in the service of the United States

“fe) CONTRACT CONIIDERATIONS,—(1) A Fed-
eral agency may issue regulations on rufla-
ble procedures for implementing he provi-
rions of this section; however, implementa-
Hon af this section shall not be delayed until
fszuance of such regulations

“f2) The agency & permilling a red.eml
laboratory {o enler {nio agreemenis under
this section thall be guided by the purpcses
of this dct

“t3(4) Any agency wring e authorily
given if under subsection fa) tholl review
employee standards of condxct for resolving
polential conflicts of interest to make sure
they adequately establiith guidelines for Hiw-
atione likely lo arise through the we of (hia
authority, including but not limiled {0 coes
where presenl or former employees or their
pariners nepoticle licenses or assignmenis
of titles {o inventions or negolisie coopera-
five researchA and developmen! agreemenis
with federal apencies fincluding the apency
with uhich the employee involved (s or was

Jormerly employed).
t: 7 If. {n implementing subparagraph
{4}, an apency i3 unadle Lo resolve potential

conflicts of inlerest within (L3 current ptafu-

tory framework, i shall propose necesiary
statutory changes to bde forwarded to iixr au-
thoriring commiltees in Congress.

“t4) The laborutory dfmtar in deciding
what cooperative resecrch end development
agresmenis to enley into shall—

“t4) give specigl considerniion lo small
business Arms, and consortic {nvolving
small business fAirms; and

“fB) give preference lo business unils lo-
caled in the Uniled Sialex which cgree that
products embodying invenlions made under
the cooperative research and development
agreement or produced through the use of
such inventions will be manwaciured sud-
stantially in the Uniled Staies gnd, in the
case of any industriel organization or olher
person pubject lo the conlrol af a foreign
company or povernmeni, ar appropriale,
lake into consideration whether or not ruch
Joreign government permils Uniled Stales

H.A. 3773/Pub. L. 99-502
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agencies, orpanizalions, or other persons lo
enter inlo cooperative research and develop-
ment agreements and licensing agreemenis.

“1S){A} If the head of the agency or his des-
tgnes derires an apportunily lo disapprove
or regquire the modification of any such
agreement, the agreemeant shall provide a J0-
day period within which such action must
be taken beginning on the dale the agree.
ment is presented lo him or her by the head
af the laboratory concerned.

“t8) In any case in whick the head of an
egency or hiz designee disapproves or re-
quires the modificalion of an agreement pre-
sented under this sectiom, the head af the
agency or such designee ghall tranimit a
wrilien explanation af such disapprovel or
modification to the head of the laboratory
concerned

“t8) Each agency shall mainiain a record
aof all wmmcnu entered into under his
seclion,

“rd) DIrINTTION.~-A2 used in Uhis section—

“r1) the term ‘cooperalive research and de-
velopment agreement’ means any agreement
between one or more Federel laboralories
and one or more non-Federal parties wnder
which the Government, through its laboreto-
ries, provides personnel, services, facilities,
equipment, or other rexources with or with-
oul reimbursement (but aot funds to non-
Federal parties) and the non-Federal parties
provide funds, perzonnel, services, facilities,
equipment, or other .resources loward the
conduet of specified research or develop-

af the

term does mol include g procurement cosn-
tract or cooperative agreement as those
terma are used {8 seetlons 4323, 6304, and
$305 of Hile 11, United States Cods’ snd

“12) the term laboratory’ means g jucility
or group of facilities owvned, leased, or other-
wise xsed by o Federal apency, @ subsianiial
purpose of which i the performance of re-

af the miszion or misrions af udl af iis lab-
orulories
“(f? RELATIONIHIP TO O'nrn Lau.—Noth-
ing in Lhis section {s intended Lo Hmit or di-
minish eclating authorities of eny apensy.”.
SET. 2 KSTABLISRMENT OF FEDERAL LANORATORY
CONSORTIUM  FOR  TECENCLOGY
TRANSFER
Secton 11 of the Stevenson-Wydler Tech-
nology Innovation Act of 1980 (15 US.C.
3710} 4 amended-=
11} by redesignating subsection fe) as sub-
section (f); and
121 by inserting after subsection fd} the fol-
ne

“fe) ESTAALISHMENT OF FEDERAL LiBORATORY
CONSORTIUM FOR TECHNOLOGY TRANZFIR.—(1}
There s hefebv estadblishad the Federal Labo-
rafory Comsortium for Technology Transfer
(hereinaster referred to as the ‘Consortium’)
whick, {n cooperation with Federul laboraio-
ries and the privete sector, shall—

“(4} develop and (with the consent of the
Federal laborotary concerned) cdminisler
lechniques, iraining courses, and materials
concerning Ltechnology transfer lo increase

laboratory technology and {nnovalions;

“tB) furmizh advice and atsisiance re
quested by Federal agencies and laboralories
Jor wse im (lheir lechnology irensfer pro-
grams fincluding the planning of seminars
Jor ymell business and other industrys;,

“(C? provide g clearinghouse for requests,

‘received at the laboratory level, for technical

‘asristence from States and wnily of local

/3
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October 2, 1986

involving more than the published informa-
tton available {o the Service:';

15/ by redesignating peragraphs (5) and
f6) as paragrapha (4) and (5), respeciively;
and

(8) by siriking oul “fei(4)” in paregraph
{4) ax 30 redesignagled and interting in lieu
thereo/ "fe3)",

fd} AGENCY REPORTING —Section 11(f1 of
such Act (15 U.S.C. 37101e)) (as redesignated
by section 311} of this Acl) iz amended—

{1) by striking out “prepare biennially o
report rummarizing the aclivilies” in the

first sentence and inserting in lieu thereaf-

“repart annually to the Congpress, as part of
the agency’s annuagl dudget submission, on
the activities'; and

12} by striking oul the second sentence.
SEC & mvc:'w.vs or THE SECRETARY OF COM-

Section 11 of the Stwmon-Wyd!er Tech-
nology Innovation Act of 1980 ias amended
by the preceding provisions aof lhiz Act) ia
Jurther amended by adding at the end
thereof the following new subsection:

“fg} FUNCTIONS. OF THE SECRETARY.—{(1) The
Secretary, in consullalion with omer Feder-
el agencies, may—

“tA) make gvailable lo interuted agencies
the expertise of the Department of Com-
merce regarding the commercial potential of
inventions and methods and opiiony for
commercializafion which are availadle lo
the Federal laboratories, including resegrch
and development limiled parinerships;

“tB) develop and disseminate (o gppropri-
ate apency and laboralory personnel model
provisions for uze on o voluniary baris in
cooperalive research gnd development are
rangemenis; and )

“tC) furnish gdvice and arsistance, upon
requesl, to Federal apencies concerning their
cooperative research and development pro-
grams and projects. -

“t2) Two years afler the dale of the enact-
meni of this subsection and every [wo yeurs

thereaster, the Secretary shall submit a sum- .

mary report [0 the Presiden! dand the Con.
gress on the use by the agencies and the Sees
relary of the authorities specified in (his
Act Other Federal agencies shall cooperate
in the report’s preparation.

“r3} Not later than one pyear after the dale
of the enactment of the Federal Technoiogy
Transfer Act of 1988, the Secretary shall
submit {o the President and
report regarding— -

“fA) any copyripht provirions or other
types of darriers which tend lo restrict or
limit the tranzfer of federully funded com.
puter soflware Lo the privale secior end to
State and local povernments, and cgencies
af such State and local governmenis; and

"(B) the fearidility and cost af compiling
end mainlaining g currenl and comprehen.
sive inventory of all fedemﬂ:fuded train-
ing roftware”,

SEC & REWARDS FOR SCIENTIFIC. ENGINEERING,
AND TECHNICAL PERSONNEL OF m
ERAL AGENCIES.

The Stevenson-Wydler Technology Innova--

tiony Act of 1980 fas amended by the preced-

ing provisions af this Act) (3 further amend-

«d by interting aster section 12 the following

new section

"SEC. {3 REWARDS FOR SCIENTIFIC, ENGINEERING,
AND TECHNICAL PERSONNEL, OF FED-
ERAL AGENCIES.

“The head of each Federal agency that is

making expenditures af a rale of more than
$50,000,000 per fiscal year for research and
development in ils Government.operated
laboralories sholl uxe the approrigle statulo-
ry aulhorily to develop and fmplement a
cash awards program Lo reward {fs scienidf
}c. engineering, and fechnicqgl personnel
O

t.hc(.‘mrma-
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“t1) inventions, innovations, or other out-
standing scienlific or technologicdl coniri-
bulions of value lo the Uniled States due lo
commercial applications or due to contribu-
tiony lo missions of the Federal agency or
the Federal Government, or

“12) exemplary aclivilies that promole the
domestic transfer of science and technology
development within the Federal Govern-

.ment and result in utiiization of such sci-

ence and technology by American industry

or business, universities, Staie or local goy-

ernments, or other non-Federal parties.”.

SEC. 7. DISTRIBUTION OF RGYALTIES RECEIVED BY
FEDERAL AGENCIES

The Stevenson-Wydler Technology Innova-
tion Act af 1980 fas amended by the preced-
ing provisons of this Act) is further emend-
ed by inserting afler section 1) the following
new section:

“SEC. 1. DISTRIBUTION OF ROYALTIES RECEIVED
8Y FEDERAL AGENCIES -

“ta) IN GENERAL—{1} Except a3 provided
in paragraphs (2) and (4), any rovalties or
other income received by a Federal agency
from the licensing or assignmeni of inven-
tions under agreementis eniered inio under
section 12, and inventions of Government-
operated Federal laboratories licensed under
section 207 of title 35, United States Code, or
under any other provision of law, shall be
retained by the agency whose lehoratory
produced the. invention and shall be dia-
posed qf as follows:

“tA)t) The head of the agency or his desig-
nee shall pay af least 15 percent of the royal-
tiex or other income the agency receives on
account of any invention lo the invenior for
co-inventors} f the {nvenior for each such
eco-inventor) was an employee of the agency
at the time fhe invention wos maede This
clause shall toke effect on the date of the en-
aciment af this section unless the apency
publishes ¢ notice in the Federal Register
within 20 days of such dale indicaling its
election to flle & Nolice of Proposed Rule-
making pursuant to clavse (45,

“ti) An agency may promuigute, in ac-
cordance with seclion 553 of tille 5, Uniled
States Code, regulations providing for an al-
lemative program for sharing royalties with
inventors who were employed by the ggency
at the time the inveniion way made and
\wwhote names appear on licensed inventions
Such regulations must—

“(I) guaraniee a fzed minimum paymeni
to each such inventor, each year thal the
apency receives royalties j‘rom that i{nven-
tor’s invention; .

"1I1) provide a percentage rovalty share lo
each such invenlor, each year that the
agency receives royalties from thal fnven-
tor's invenlion in exrcess of a lhreshold
amount;

‘(1] provide thai lotd peyments lo all
such inveniors shall exceed 15 percent of
total agency royailies in any given Macal
year; and

“tIV) provide appropriate (nceniives from
royalties for those laboratory employees who
coniribule subslantially to the technical de-

velopment of a licensed invention between
the time of the filing of the paten? applica-

{lon and the licensing of the invention,
"fiit) An agency thal har published ity in-

tention lo promilgate regulations under

clavuse it} may -‘ect not to pay inveniors
under clavse (i} uniil the expiration of two
vears asler the date of the enactment of this
‘Act or until the date of the promulgation of
such regulations, whichever is earlier, If an

agency makes such an election and gfter two

years the regulations have not been promul-
gated, the agency shall make payments fin
accordance with clouse ()} aof al least 15
percent of the royallies invoived, relroactive
to the date of the enactment of this Act. If
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promulgation of Lhe regulations occurs
within lwo pyears aster the date of the enact-
ment of this Act, payments shall be made in
accordance with such regulations, relroac-
live lo the dote of the enactment of this Ach
The agency shall retain its royailies until
the invenior’s portion i3 paid under either
clguse 1t} or tfi). Such royaities shall not be
transferred lo the agency's Governmeni-op-
ernted laboralories under subparagraph (8)
and shall not revert (o the Treasury pursu-
ant (o paragraph (2) ax a resuit of any delay
caused by rulemaking under (hia subparg-

graph.

“fB) The balance af the rwame: or other
tncome shall be tranaferred by the agency L0
{ts Government-operaied loboralories, with
the majority share of the royalties or other
income from any invention poing lo the lab-
oratory where the invention occurred; and
the funds so tranaferred lo any such labora-
tory may be used or obliggied by thal labo-
ratory during the fiscal year in which they
are received or dumw the succeeding fiscal
year—

“fi} for payment of expenses incidental to
the administration and licensing of {nven.
tions by that laboratlory or by the agency
with respect lo inventions which occurred at
that laboralory, including the fees or other
cosls for the services of other agencies, per-
sons, or organiaations for imveniion man.
agement and licensing servicer;

“rii) to reward scientific, engineering, and
technical employees of that laboratory;

“riit) to further scientific exchange amauﬂ
the wmmt—opercud laboratories of the

agency; or

“tiv) for educat!on and training of em-
ployees consistent with (he rezearch and de-
velopment mizrion and objeciives of the

_agency, and for other activities thal in-

crease the licensing potential for frensfer of
the technology of the Government-operated
laboralories af the agency,

Any of such funds not 3o used or obligated
by the end of the fiscal year succeeding the
Siscal year in which they are received ashall
be paid inlo the Treasury of the Uniled
Stales.

“12) If, after paymenis Lo inventors under
paragraph (1), the royalties received by an
agency in any fiscal year exceed 5 perceni of
the dudpet aof the Government-operuled lab-
oralories of the agency Jor that yedr, 75 per-
cent of such excess shall be paid fo the
Tregsury aof the Uniled Stales and the re-
maining 25 percent may de used or oblipated
Jor the purposes described in clauser 1)
through f{v) of paragraph (1)(B} during that
fiscal year or the succeeding flscal year. Any
Junds not 30 used or obliputed shall be paig
inio the Treazury of the United Stalex .

“t3) Any payment made lo an employee
under this section shall be in addition o the
reguiar pay of the empioyee and Lo any olher
awards made to the employee, and shall not
affect the entitlement af the employee Lo any
regular pay, annuity, or cward to which he
13 otherwise entitled or for which he s other-
wize eligible or limit the amount (herec).
Any payment made (0 an {nvenlor as such
shail conlinue asler the inventor leaves the

or agency. Payments made under

laberetory-
this section shall not ezceed 3100,000 per.
¢

year 1o any one perion, unless the

approves a larger-awdrd (wilh the ercess
over 1100,000 being Llreated g3 a Preyidential
sward under section 4504 of tiile 5, Uniled
States Code/.

“td} A Federal agency receiving royallies
or other income as a resull of invention
management services performed for another
Federal goency or laboretory under section
207 af title 35, Uniled Slates Code, shall
retain such royalties or income lo the exient
required o offset the paymeni qf royallies {o

/5
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invenlors under clause i) of parcgruph
{1}(A), costs and erpenses {ncurred under
clause ti} of paragreph (LNB) dand the cosi
of foreign palenting and mainienance for
such invention performed al the requesl of
the ather agency or laboratory. AR royaliies
and ather income remaining afier payment
of the royallies, costs, and expenses de-
seribed in the preceding senfence shall be
transferred fo the cgency for which the serv-
ices were performed, for distriduiion in ac-
cordance wifh clauses U through (v of
paragraph (1)(BJ.

“{b) CERTAIN ASSIGMENTS.—If the invention
involved war one gssigned Lo the Federal
agency—

“r1) by a conlruitor, granlee, or partici-
pant in a cooperatise agreement with the

agency, or . .
“12) by an employes of the agency who wase

not working in the Inboraiory af the lime

the invenlion wes made

the agexcy unil that waz involved in such

assignment shall de considered Lo be & labo-

ralory for purposes of this section

“fc} REPORTS,~{1) In naking their gnnugl

budget submiszrions Federal agencies shall
submif, lo the appropricie authorization

-and approprialion commiltces of botA

Houses of the Congreas, summariez of the
amount of ropallies or other {ncome re.
ceived and expenditures mady /including in-
venlor awards) under this section

“f2} The Complroller General, five years
after the dale of the enqciment of (his sec-
tion, shall review e effectivenens of (he
variour ropally-sharing programs esiad-
lished under thiz sectfon and repori lo the
appropriate commilices of the House of Rep-
resentafives and the Semate, in aq Hmely
manner, his indings, conclusionsz, and ree-
ommendationsz for improvemenis iz ruch
programs.”, -
SEC. & ENPLOYEE ACTIVITIES.
- The Stevenion-Wydler Technology Iarovae-
‘tion Act of 1980 fas amended by the preced-
ing provivions of Dvis Act) is further amend-
ed by inserting ajter section 14 Ghe following
new section )
“SEC. 15 EMPLOYEE ACTIVIITES

“fat IN GEINERAL--If & Federcl apeney
whtd\mmriahlq{ameﬂhipwcsin-
vention under thiz A¢f does not inlend o
Jfile for a patent application or otherwise to
promote commercialisation of such inpen-
tion, the agency shall allow the invenior, ¥
the inventor is a Government empiopee or
former employee who made the imveniion
during the course aof empigyment with the
Governmend, Lo relain tille io the invention
fsubject to reservation by the Government of

¢ nonerclusive, noniransferrghle, irrevoca-’

ble, patd-up license {o practice tha iavention
or have the invention practiced throughout
the world by or on behalf of the Govern-

“ment). In addition, the agency may condi-

tion the invenlor's righi lo lifle on the
timely fMling of & paient applicalion in
caes when the
uhmermvhauanudtumuaaum-
veniion

"'(& DEFINITION.~—For pnrpam af this sec-
tion, Federal employees include ‘special
Government emplovees’ ¢z defined {a sec-
tion 202 of tile 18, United States Code.

“le} RELATIONSATP 10 OTHER Liws.—Noth-
ing tn this section is intended Lo limit or di-
minish eristing authorities 'af any agency.”
SEC & HB(‘IL“'L;AA&\EOL'S AND CONFORMING AMEND-

fa) REPEAL OF NATIONAL INDUSTRIAL TECH-

© NOLOGY BOARD.--Section 10 aof the Steven-

son- Wydler- Technology Innovalion Act of
1980 115 U.S.C." 3709} iz repealed,
b} CHANGES IN TERMINOLOQY OR ADMINI%-

TRATIVE STRUCTURE.-={1) Section 3(2) of the-

Stevenson.Wydler Technology Innovation

Governmend determines thai
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Act of 1980 12 amended by striking oud “cen-
ters for industrial technology” and inserting
in liew thereo/” “cooperaiive research cen-

{2} Section 4 of such Act is amended—

A} by striking oul “Industrial Technolo-
gu” in paragraph /1) and inserting in liey
thereaf “Productivily, Technology, and In-
novetion”;

fB) by siriking out " 'Direcior’ means the
Director.of the Office of Industrial Technol-

m”inpamaraphﬁ)udimemmbmu'

thereof “ ‘Asststant Secrelary’ means the As-
sisiant Secrelary for Productivity, Technolo-
v, and Innovation”

(C) by striking out. “Centters for Indusirial
Technology™ in paragraph () and lnserting
in. ueu mcmqf “Cooperative Research Cen-

ters

rm dy siriking oul pﬁmmph {8}, and m-
degignating paragraphs (7} and (3) as para-
graphz (8) and {7), respeetively; and

{E} by striking out “vwned and funded” in
paragraph (6} as 20 redesignated and tnseri-
ing in liex tiereoy “owned, leased, or other-
wize used by a Federal agency and funded"”,

{3} Section 5ie) of such Act {2 emended by
siricing out “Indusirfal Technology” and
inserting in lleu (hereof “Productivity,
Tedehnology, and Innovation™

14) Section 510} of sech Act B imended by
siriking oul “Drrzcror”™ and inserting in
lien thereof “ASSEETANT SECRETARY™, and by
stHeing oul “a Direclor of the Office™ and
ail that follows and inserting in liew thereaf
“an Assistant Secrelary jor Productioily,
T

‘echnology, and Innovakion ™.

rs»msmw:uaucmamm—

(A} by suriking out “the Direcior” sach
place it eppecrs and inserting in [ew there-
af “the Assistant Secreiary™

(B} by redesignaling paragraphs 7) and
18} as peragraphs (9} and (10), respectivelyy

and : .

(C) by inserting immediglely after pare-
graph (8) the following new peragraphs

“47) encourdoe and cssisl the creation of
centerz and other joint initiatives dy Stale

nology
and (e promote an appropricte climate for

investment in technoiogy-reiated industries;

“{8) propose and encourage cooperulive
reseqrch involving eppropriate Federal enti-
ties, State or local governments, regional ar
panizalions, collsges or universities, non-
profit arpanizalions, or private indusiry to
promole the common use of resources, lo im-
prove training programs and curriculs; to

stimiulate intereail {n hiph lechnology cg--

reera, and lo encourege the effective diszemi-
nation of zechnolow skills within the wider
community,’.

(] mea‘wadtw of section 6 of ruch Act is
amended (o read as followa:

“SEC. & COOPERATIVE RESEARCH CENTERS ®

17) Section 8fal) of ruck Act is amended by
siriking oxt “Centers for Industrial Technol-
ogy"” end inserting in liex thereaf “C‘ooperu-
tive Research Centers”,

{8} Section 6(bifl) of such Act (s amend.ed
by siriking oul "basic and epplied”,

19) Section 8fe) of such Act iz amended (o
read as folliows:

“fe} RESEARCH AND DEVELOPMENT UTiLiZi-
TION.—~In - the promotion of lechrology from
research anrd development efforts by Centers
under this seclion, chapler 18 of lille 35,
United Stater Code; shall apply to the extent
rol inconsistent with this gection, ™

t10) Section 6(f) of such Act i3 repeaied

r11) The heading of section 8 of such Act is
amended by siriking oul "CENTERS FOR INDUI-
TRIAL TECHNOLOGY" GRd inseriing im lew
thereof “"COOPERATIVE RESEARCH CENTERE”.
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{12) Section 8fa) of tuch Act iz amended
by siriking oul “Centers for Industrial Tech-
noiogy” and inserting in lieu thereof “Coop-
erative Research Centers”, -

{13} Seetion 18 of such Act (a2 redesignal-
ed by section @ of this Act} s amended by
sériking outl “pursuant to this Act” and in-
serting in leu Lhereof “pursuan! to the pro-
visions of this Act /other than sections 12,
13, and 14/

f¢) RELATED CONFORMING AMENDMENT. —SEC-
ton 210 of ttlle 35, Uniled States Code, iz
amended by cdding at the end thereof the
Jollowing new subtection:

extent that they permit or require a disposi-
tion aof riphts in subject inventions which s
inconsisient with this chapler.”.

id) Abprrroval DEFINTTIONS.—3ection 4 of
such Act (cs amended by subsection (b2} of
this sectiont is further amended dy adding
at the end thereof the following new paru-
gra v

“(8) ‘Federel agency’ means eny ereculive
agency g defined in sectiom 105 of litle 5,
Uniled States Code, and the military depart-
ments as defined in section 102 of such tille,

“{9) ‘Invenition’ means anry invention or
discovery which ia or may be palenigble
otherwise protected under Hile 35,
States Code, or any novel variety
which is or may de protectable u
Plant Variely Prolection 4ct (T US
et aeq, ).

“r1; 'ladc‘ when wed in confunclion
with any tnvention means the econception or
Airsl qaetual reduction to practice of such ixr-
vendion.

“(11} ‘Smail dburiness firm’ meany @ tmall
dusiness concern ars defined ix jection 2 of
Public Law 25-53¢ (15 UKC 632) and im-

]

nEQ
Bek

“t12) “Praining ' meant com-
oyTwere and matertaly
are developed e Federal agency {o train

(¢} REDEXIONATION OF SECTIONS To REFLECT
CHANGES MaDE BY PRECEDING PROVISIONS,—
(1) Such Act_ (us amended by the preceding
provirions of this Act) i further amended by
redesignating sections 11 throwph 19 as sec-
tions 19 through 18, respectively.

12MA) Section 5¢d} of such Act {s amended
by inserting “fas then In effect)™ afler “sec-
tions 5, 4 8, 11 12 and 13 of thiz Act.™
_ {BJ Section 8fal af suck Act is amended by
siriking out the last sentence

{C) Section ) of ruch Act is amended by
siriking out “or 13" and inserting in Heu
thereof “10, 14, or 18"

(3) Section 13¢/aitl) of such Act fas redes-
iancr.ed by paragraph (1) af this sudsection)
by striking out “section 12™ in

preceding ubpuuwuph fA) and
inserting in Hen thereaf “section 11"

{4) Section 18 .f such Act ias redesignated
by paragraph (1} of this subsection) iz
amended by siriking oul “sections 12, 11,
and 147 and {nseriing in liew lhereaf “sec-
Hone 11, 12, and 13.”

{f} CLARTICATION ar FINDIWOS AND PUR-
POSES.—(1) The second semtence of section
2118} of such- Act (15 US.C. 3I701110)} iz
aemended by inserting “, whick include in-
veniions, compuier software, and treining
technolopies,” immediclely dfter ‘“develop-
ments "

{2} Seciion M3) of such Act (15 US.C
370213)) is amended by inserting “, {nclud-

E
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ing tnventions, 1oftware, and training lech-
nologies." immediately after “develop-
ments

And the Senate agree to the same.

That the House recede {rom its disagree-
ment to the amendment of the Senate to
l.heuueofmebllllndmuetotheume

Doxn FuqQua,

Doug WALGREN,

S7an LuxpInk,

Marvusl Losax, Jr..

Suzawoosd L. BOorHLERT,
Manapers on the Part of the House,

Jack DaxronrH,

Farrz HoLLiNGs,

Dox RizoLx,

Sranx CJorTON,

LARRY PRESSLER,
Maonagers on the Part of the Senate.

JOINT EXPLANATORY STATEMENT OF
THE COMMITTEER OF CONFERENCE
The managers on the part of the House

and the Senate at the conference on the dis.

agreeing votes of the two Houses on the
amendments of the Senats to the bill (HR,

3713) to amend the Stevenson-Wydler Tech-

nology Innovation Act of 1580 to promots

technology transfer by authorizing Govern-
ment-operated laboratories to enter Into co-
opersiive research agreesrrents and by estab-
lishing & Federal Labotratory Consortium
for Technology Transfer within the Nation-
at Science Foundation, and for other pur-
poses, submit the following joint statement
to the House and the SBenate in explanation
of the effect of the action agreed upon by
the managers and recommended in the ac-
companying conference report: ..

The Senate amendment to the text of the

biil struck out all of the Honse hill after the

enacting ciauss and inserted a substitute

The House recedes from its dispgreement
o the amendment of the Senate with an
amendment which is a substitute for the
House bill and the Senste amendment. The
differences between the House bill, the
Senate amendment, and the substitute
agreed to Iy confersnce are noted beiow,
except lor clerical corrections, conforming
changes made necessary by agteements
reached by the conferees, and minor draft-
ing and clari{ying changes.

The following section-by-section analycis
explaing actions for the managers In the
conference report to accompany H.R. 3770

SECTION 1.—SHORT TITLE

The Conferces chose fo pse the Senats
version of the title: “Pedersl Technology
Transfer Act of 1986."

SECTION 2.-~COOPERATIVE RESTARCH AND
DEVELOPMENT AGREEMINTR

There were marked similarities between
the House and Senate-psssed versions of
this section. Both reflected the concemn that
the Federal laboratories need clear acihor.
ity to do cooperative research and that they
need o be able to exercise that authority at
the aboratory level. Both permit the lab-
oratories Lo enter into cooperative research
and development agreements with a wide
range of parties, Both strive to make the en-
tering of these agreements sa easy aa posat.
ble from the point of view of the private
sector participant, while protecting the le-
gitimate cotrcerns of the government. This
authority is optlonal in dboth versions and is
not intended to affect previously existing
cooperative agreement authority, such as
the Space Act provisions, which for almost
three decades have permitted NASA labhors-
tories to enter into cooperative agreements.

The conferees deleted the House version's
requirement of an ageney plan within 180
days of enactment of the section. Instead of
requiring a plan or regulations, the confer-
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ence version of the legisiation makes regula-
tions optional and makes it clear that imple-
mentation of the cooperative research and
development authority can hertn In advance
of any regutations.

The conferees adopted many of the modi-
fications the Henate made to the House-
passed version of this section. The confer-
ence version specifically astates that a labo-
ratory may accept funds, personnel, and
services, and collaborating partles may
accept - the same, with the exception of
funds, as their contribution under a cooper-
ative agreement. It applies to any Inventions
ocewrring under a cooperative R&D agree-

ment, the long-standing tradition of resery-.

{ng the right in the government to & pald-up
non-exciusive license In that Invention, It
slso clearly gives permission to present and
former federal employees of a laboratory to
be & party to efforts to commercialize that
laboratory's inventiops. to the extent they
can do 30 and not be in violation of agency
requirements and standards of conduct,

The conditions on the exercise of the co-
operative agreement authorilty which: were
part of the Agency Pian under the House
version of the legialation sre stil to be con-

stili to be given to mnsll businesses and cone
sortis involving amall business. The purpose
of this requirement is Lo ensure sccess by
these groups to the laborstories and is not
{ntended to limit sccess by non-profit orga-
nizations and universities,

The provisions from both veraions dealing
with the preference to U.B. business units

were scceplec Thersfore, laboratories are

to give preference to business units located
in the United States which agree t0 domes-
tic manufacture, When evaluating whether
to grant access by o foreign company, the
Federal laboratories may examine the will-
ingness of the {oreign government to. open
ita own laboratories to U.S. firma.

The House-passed provisions on confliet
on interest are retained as iz, and its provi.
slons for review of a cooperative research
and development agreement and for imited
headquarters feview of agreements are ac-
cepted substantially

the
levels, .
Bomuunouaemduxesemte-pmedn-
slona of this. legiglation address the need of
the Federal Laboratory Consortium (FLC)

the various Federal laboratories o work
more closely together, It is the clear Intent
of both Houses that, to the extent poszibles,
the existing programs and initiatives of the
FLC be continued uninterrupted as the or-
guriizational changes required by the Act
are made, Az soon as practical after enact.
ment, the current FLC officers are asked to
begin the FLC's transition by convening &
meeting both of the current FLC represent-
stives and of representatives of any lahors.
tories added to the Consortium by thiz Act,
Becsuse of the twin goals of continuity and
Incressed effectiveness for the FLC, these

as passed by that body.
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efforts shouid not awalt funds transfers
under the FLC set-aslde provision.

The Federal Laboratory Consortium Is ex-

to remain a networking organization

of the Pedersl laboratories and thelr tech-

pology tranafer officers. The consortium is

to function as a clearinghouse of informa-

tion and has purposely been established

with s amall budget and small pald stal{ »0
that the volunteer gpirit that has made the
organization s succeas to date will continue.
The consortium is not to engage directly o
the transfer of technotogy. Rather, it is ex-
pected to help the laboratories that develop
the techniology to do a better lob of trans-
ferring it by themaselves or through appro-

priate agents
The conferees felt, howerer. for the FLC
function {ncreased

ations. These efforts, plus the pianned re-es-
tablishment at. the Nationsi Buresu of

led the conferees to recommend that the
FLC set-agide be the House-passed figure of
.005% to fund the opérations of the organi-
zation, Five percent of these fundy would be
used to eover the Senste-passed program of
demonstraiion projects in technologs trans-
fer. The Confercies see these demonstrations
8 & nseful complement to the Pederat Labo-

" onstrations sre to be funded over the five

develop program epeciflea.
uou.butthewnrmammemuu
competition and awards procesi {0 be con-
ducted at the request of the FLC either by a
federal agency or by s Iaboratory with exist-
ing capabflities to administer such & pro-

clusion of the Senate provision authoriging
the Consortium o encourage Iaboratories,
when requested, to amist interested organi.
mations snd buxinesses in various facets of

of Iaboratory professionals who do technolo-
gy transfer, were similar. The conferces ree-
ommend secepting {rom Lthe House version,
the policy statement that technology trans-
fer iz = responmibility of evety laboratory's
sclentifie ai-d engineering professional, and
the requirement that technology transfer
professionals be melnded in overall labora.
tory/agency management development pro-
grams. From the Senate version, the confer.
ees recommend Inclusion among the func.
tions of techuology transfer professionals,
participation, where feazible, in state, local
and. regional technology transfer efforts
The House requirements of technology
transfer reporta as part of agency annuai
budget submissions {s retalned
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SECTION 5.—FUNCTIONS OF THE SECRETARY

The conferees recommend acceptance of
the Senate’s two additions to the bill's lists
of duties of the Secretary of Commerce.
The Secretary I8 required to submit biennial
reports to the President and the Congress
on the use by agencies of Stevenson-Wydler
Act authorities. The original Stevenson-
Wydler Act required one such report. The
Secretary also is required to submit a one-
time report to the President and Congress
on copyright provision and other types of
legal barriers which limit the transfer of
federully funded computer software and on
the feasibility and cost of compiling and
maintaining & current and comprehensive
inventory of federally funded soft-
ware. The report is to identify recurring
problems rather than to attempt to compile
a comprehensive list of barriers facing indi-
vidual software projects,

SECTION ¢,~REWARDS POR BCIENTIFIC, ENCI-
XEERING, AND TECHNICAL PERSONNEL OF FED-
ERAL AGENCIES
‘This sectfon is (dentical In the House and

Senate versions of this legislation.

SECTION 1.~DISTRIBUTION OF ROYALTIES
RECTIVED BY FEDERAL AGENCIZS

Both the House and Senate-passed ver-
sions of this seetion direct agencies to retain
royaities {rom the licensing or assignment
of inventions and to allocate them to thelr

government-operated laboratories, Both ver- -

sions have identical limits on the amount of
money the laboratories may retain. Both
have similar uses 40 which the laboratery
directors may aliocate the money, one of
which is to reward employees of the agency
for innovative work, both in furtherance of
the agency's mission and in advancing In-
ventions with commercial potential

The Senate bill additionally directs agen-
cles to allocate at lesst 15% of royaities
from an invention to the inventor or coin-
ventars, before allecating the
its laboratories. The house had chosen not
to include a percentage royalty share, pre-
ferring to leave maximum flexibility in re-
wudti.nc {nventors with !aboratory ‘manage-
men

The conferees recommend scceptance of &
compromise pravision, which requires agen-
cles sither to allocate at least 15% of royal-
ties from an invention to the inventor or
coinventors, or to promulgate reguiations
providing an alternative set of rights In the

Inventor whose invention produces royalties

for the government.
The conferees beileve agencies. should

have the flexibility  to . formulate royalty

payments to employees that best meet the
unique circumstances of each agency and
that meet the purpose of the Act. At the

same time, the conferees agree- that provid-

ing & predictable, guaranteed reward from
royalties to federally employed inventors
provides a strong {ncentive to report, devei-
op. and help license Ilnventions with com-

.mercial potential.

The conferees agree thai royalty sharving
alone,. although effective, is an lmperfect

tool in promoting technology transfer. The-

process of turning an invention into s sue-
cessful commercial product is complex, and
involvea the work of more than just the in-
ventors. Within a laboratory s team of sci-
entists and engineers, beyond those involved

{n patenting an Invention, may contribute to’

its development and licensing, and their
contribution may be as important to the

commercial success of the invention as that .

of the inventors, In addition, a single, fixed
royaity share may be an Inadequate
for an inventor, depending on the amount
of royalties received.

Therefore, the conferees belleve that labo-

ratory directors should use the suthority in-

CONGRESSIONAL RECORD — HOUSE

section 14(aM1XBX!) to reward those em-
ployees who contribute to lnnovative work,
iIn mission-related work with or without
commercial potential, SBimliarly, . agencles
that choose to promuigate rules to set alter-
native royaity percentages should consider
tiered allocation of royaities, which give
more weight to the inventor's contribution
when - royalty income Iz small, but which
also recognize the contributions of s wider
team,

In the Federal laboratories, depending on
size, & percentage of royaities couid be allo-
cated to the research team or project, in ad-
dition to the inventor's share, before the re-
mainder is allocatad to the Laborstory Di-
rector. Such an allocation is possible with-
out formal rulemaking, provided the ailoca-
tion is in addition to the minimum inven-
tor's share of 15% under clauses
14¢aX 1) CAXI) or CAXH).

The Initial 15 percent allocation !or royal-
ties in to take effect on enactment of the bill
unless an agency publishes its intention to
promulgate rules, The 15% or any alterna-
tive allocation is to apply to all royalty
income received by an sgency in a given
year, including that from inventions patent.
ed and licensed before the date of enact-
ment of this Act, and Is to continue for ss
long as the agency receives income from an
{nvention, Inciuding after the Inventors may
have laft the agency. The compromise pro-
vides that & FPederal employee may not re-
ceive more than $100,000 per year In royalty
income without the approvai of the Presi-
dent, This coincides with the limits on agen-

. cley’ statutory ' suthority to make cash

swards to employees.

I an sgency's rulemaking is completed
within two years after enactment and the 15
percent royaity sharing has not gone into
effect, the effective date of royalty sharing
under the rule is to be the effective date of
the Act. If there is no rule within two years
of enactment and royalty aharing is not In
effect, 15% mandatory royalty sharing is to
o into effect for that agency retroactive to
the date of enactment. If » rule goes into
effect more than two years after enactment,
the effective date of the royaity aharing
under the rule for that agency is to be the
same as the effective date of the rule.

The conferees wish to stress the flexibility
of the compromise on raoyalty sharing. It is
intended to give each sgency the {reedom to
devise different employee award asystems
that accomplish the purposes of the Act and
that best meet the unigue needs, cultures,
and technology tranafer problema of the
agencies’ laboratoried. In order to strength-
en the program so that Il agencies can ben-
efit from what s learned in the varying ap-
proaches {0 royalty sharing, Comptroiler
General report has been mandated evalust-
ing the first five years of this royalty shar-
ing program. )

The conferees value the licensing activi-
ties that have been-performed by the Na.
tional Technical Information Bervice for
other agencies including other parts of the
Department of Commerce. Section: 14(aX8}
has been added to permrit NTIS to continue
this work without interruption after enact-
ment.

The conferees are In agreement that there
are Inherent differences [n the way public
sector and private sector employees can be
rewarded. Furthermore, they have provided
agencies  with flexibility in the estabiish-
ment of programs to reward inventors. The
conferees, therefore, do not expect any par-
ticular agency's approach for rewarding in-
ventors, whether it includea 15 percent man-
datory royalty sharing or not, to be viewed
a4 setting » precedent for the private sector.

SECTION 8. —EMPLOYEE ACTIVITIES

The Conferees recommend acceptance of
this provision from the Senate version of
the legislation as madified. The provision is
intended to assure that a Government em-
ployee has a chance to obtain title to an In-
vention {f the government does not plan to
arrange for the commercialization of the In-
vention. The conferees recommend glving
the inventor an automatic right to request
an invention where the government neither
intends {o file for s patent nor intends to
promote the transfer of this information to
the U.8. private sector by alternate means,

SECTION #.—MISCELLANEQUS AND CONFORMING
- AMENDMENTS

The only significant difference between
the House and Senata versions of these pro-
visions Is the Senate's addition of two new
responsibilities for Department of Com-
merce's Office of Productivity, Technology
and Innovation. The conferees recommend
Inclusion of both new responsibilities: pro-
motion of joint Initiatives In technology
transfer and encouragement of cooperative
programs among all appropriate parties re-
garding development and dissemination of
technological skills,

Dor Poqua, -

Douc WaLongw,

8TAN LUNDINE,

Mawuvz Lojan, Jr.,

BHERwooD L. Boxarxnr,
‘Managers on the Part of the House.

JACK DANTORTH,

Furrz HoLLiNGS,

Dox Rizarx,

Srape GORTON,

LARRY Prrsatrs,
Managers on (he Part of the Senale

October 3, 1986
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27.000 Scope of part.

- This part prescribes policies, procedures, and con-
tract clauses pertaining to patents and directs agencies
to develop coverage for Rights in Data and Copy-
rights.

SUBPART 27.1—GENERAL

27.101 Applicability.

The policies, procedures, and clauses prescribed by
this Part 27 are applicable to all agencies. Agencies are
authorized to adopt alternate policies, procedures, and
clauses, but only to the extent determined necessary to
meet the specific requirements of laws, executive
orders, treaties, Or international agreements. Any
agency action adopting such alternate policies, proce-
dures, and clauses shall be covered in published agency
regulations.

27.102 Reserved.

27.103 Policy.

The policies pertaining to patents, data, and copy-
rights are set forth in this Part 27 and the related
clauses in Part 52.

27.104 General guidance,

(a) The Government encourages the maximum prac-
tical commercial use of inventions made while perform-
ing Government contracts. '

(b) Generally, the Government will not refuse to
award a contract on the grounds that the prospective
contractor may infringe a patent. '

{c) Generally, the Government encourages the use of
inventions in performing contracts and, by appropriate
contract clauses, authorizes and consents to such use,
even though the inventions may be covered by U.S.
patents and indemnification against infringement may
be appropriate.

{d) Generally, the Government should be indemni-
fied against infringement of U.S. patents resulting from
performing contracts when the supplies or services ac-

guired under the contracts normally are or have been

sold or offered for sale by any supplier to the public in
the commercial open market or are the same as such
. supplies or services with relatively minor modifications.

(e) The Government acguires supplies or services on
a competitive basis in accordance with Part 6, but it is
important that the efforts directed toward full and open

- 27.201

APRIL 1, 1985

competition not improperly demand or use data relating

- to private developments,

(f) The Government honors the rights in data result-
ing from private developments and limits its dernands
for such rights to those essential for Government pur-
poses.

{g) The Government honors rights in patents, data,
and copyrights, and complies with the stipulations of
law in using or acquiring such rights.

(h) Generally, the Government requires that contrac-
tors obtain permission from copyright owners before
including privately-owned copyrighted works in data
required to be delivered under Government contracts.

SUBPART 27.2—PATENTS

27.200 Scope of subpart,

This subpart prescribes policy with respect to—

(a) Patent infringement liability resulting from work
performed by or for the Government;

(b) Royalties payablie in connection with performing
Government contracts; and

{c) Security requirements covering patent applica-
tions containing classified subject matter filed by con-
tractors.

Authorization and consent.

27.201-1 General.

{a) In those cases where the Government has author-
ized or -consented to the manufacture or use of an
invention described in and covered by a patent of the
United States, any suit for infringement of the patent
based on the manufacture or use of the invention by or
for the United States by a contractor {including a sub-
contractor at any tier) can be maintained only against
the Government in the U.S. Claims Court and not
against the contractor or subcontractor (28 U.S.C.
1498). To ensure that work by a contractor or subcon-
tractor under a Government contract may not be en-
joined by reason of patent infringement. the Govern-
ment shall give authorization and consent in accord-
ance with this regulation. The liability of the Govern-
ment for damages in any such suit against it may,
however, ultimately be borne by the coatractor or sub-
~ontractor in accordance with the terms of any patent
mndemnity clause also included in the contract, and an
authorization and consent clause does not detract from
any patent indemnification commitment by the contrac-
tor or subcontracior. Therefore, both a patent indemni-
ty clause and an authorization and consent clause may
be included in the same contract.

271
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(b) The contracting officer shall not inciude in any
solicitation or contract—
(1) Any clause whereby the Government expressly
agrees to indemnify the contractor against liability
for patent infringement; or

(2) Any authorization and consent clause when
both complete performance and delivery are outside
the United States, its possessions, and Puerto Rico.

27.201-2 Clauses on authorization and consent.

(a) The contracting officer shal! insert the clause at
52.227-1, Authorization and Consent, in solicitations
and contracts (including those for construction; archi-
tect-engineer services; dismantling, demolition, or re-
moval of improvements; and noncommaon carrier com-
munication services), except when small purchase pro-
cedures apply or both complete performance and deliv-
ery are outside the United Stiates, its possessions, and
Puerto Rico. Although the clause is not required when
smail purchase procedures apply, it may be used with
them. -

{b) The contracting officer shall insert the clause
with its Alternate I in all R&D solicitations and con-
tracts (including those for construction and architect-
engineer services calling exclusively for R&D work or
exclusively for experimental work), unless both com-

plete performance and delivery are outside the United

States, its possessions, and Puerto Rico. When a pro-
posed contract invoives both R&D work and supplies
or services, and the R&D work is the primary purpose
of the contract, the contracting officer shall use this
alternate.. In ‘all other proposed contracts involving
both R&D work and supplies or services, the contract-
ing officer shail use the basic clause. Also, when a
proposed contract involves either R&D or supplies and
materials, in addition to construction or architect-engi-
neer work, the contracting officer shall use the basic
clause. _

(c) If the solicitation or contract is for communica-
tion services with a common carrier and the services
are unregulated and not priced by a tariff schedule set
by a regulatory body, the contracting officer shall use
the clause with its Alternate IL

27.202 Notice and assistance.
27.202-1 General,

The contractor is required to notify the contracting
officer of all claims of infringement that come to the
contractor’s attention in connection with performing a
Government contract. The contractor is also required,
when requested, to assist the Government with any
evidence and information in its possession in-connec-
tion with any suit against the Government, or any
claims against the Government made before suit has
been instituted, on account of any alleged patent or
copyright infringement arising out of ar resultmg from
the contract performance.

272
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27.202-2 Clause on notice and assistance.

The contracting officer shall insert the clause at
52.227-2, Notice and Assistance Regarding Patent and
Copyright Infringement, in supply, service, or research -
and development solicitations and contracts (including
construction and architect-engineer contracts) which
anticipate a contract value above the dollar limit set
forth at 13.000, except when small purchase procedures
apply or both complete performance and delivery are
outside the United States, its possessions, and Puerto
Rico, unless the contracts indicate that the supplies or
other deliverables are ultimately to be shipped into one
of those areas.

27.203 Patent indemnification of Government by con-
tractor,

27.203-1 General. ‘

(a) To the extent set forth in this section. the Gov-
ernmen: quires reimbursement for liability for patent
infringes.. 1t arising out of or resulting from perform-
iIng construction contracts or contracts for supplies or
services that normally are or have been sold or offered
for sale by any supplier to the public in the commercial
open market or that are the same as such supplies or
services with relatively minor moedifications. Appropri-
ate clauses for indemnification of the Government are
prescribed in the following subsections.

(b) A patent indemnity clause shal] not be used in the
following situations:

(1) When the clause at 52,227-1, Authorizarion and
Consent, with its Alternate I, is inciuded in the con-
tract, except that in contracts calling also for supplies
of the kind described in paragraph (a) above, a
patent indemnity clause may be used solely with
respect to such supplies.

(2) When the contract is for supplies or services (or
such items with relatively minor modifications) that
clearly are not or have not been sold or offered for
sale by any supplier to the public in the commercial
open market. However, a patent indemnity clause
may be included in (i) sealed bid contracts to obtain
an indemnity regarding specific components. spare
parts, or services so sold or offered for sale (see
27.203-2(b) below). and (ii) contracts to be awarded
(either by sealed bidding or negotiation) if a patent
owner contends that the acquisition would result in
patent .infringement and the prospective contractor,
after responding to a solicitation that did not contain
an indemnity clause, is willing to indemnify the Gov-
ermment against such infringement either (A) without
increase in price on the basis that the patent is invalid
or not infringed. or (B) for ather good reason-.

(3) When both performance and delivery are to be
outside the United States, its possessions, and Puerto
Rico, unless the contract indicates that the supplies
or other deliverables are uitimately to be shipped
into one of those areas.

‘
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(4) When the contract is awarded by small pur-
chase procedures. _

(5) When the contract is solely for architect-engi-
neer work (see Part 36).

7.203-2 Clauses for sealed bid contracts (excluding

constructmn)

(a) Except when prohibited by 27.203-1(b) above,

. the contracting officer shall insert the clause at 52.227-
3, Patent Indemnity, in sealed bid contracts for supplies
or services (excluding construction and dismantling,
demolition, and removal of improvements), if the con-
tracting officer determines that the supplies or services
{or such items with relatively minor medifications) nor-
mally are or have been sold or offered for sale by any
supplier to the public in he commercial open market.
Also the clause may be included as aithorized in
27.203-1(b)(2)(i).

{b} In solicitations and contracts (excluding those for
construction) that call in part for specific components,
spare parts, or services (or such items with relatively
minor modifications)  that normally “are or have been
sold or offered for sale by any supplier to the public in
the commercial open market, the contracting officer
may use the clause with its Alternate 1 or 1, as appro- -
“priate. The choice between Alternate I (identification
of excluded items) and Alternate II (identification of
included items) should be based -upon simplicity, Gov-

‘ ernment administrative convenience and ease of identi-
fication of the items. |

{c) In solicitations and contracts for communication

services and facilities where performance is by a
common carrier, and the services afe unregulated and
are not priced by a tariff schedule set by a regulatory
body, use the basic clause with its Alternate III,
27.203-3 Negotiated contracts (excluding construction).
A patent indemnity clause is not required in negotiat-
ed contracts, {except construction contracts covered at
27.203-5), but may be used as discussed in 27.203-4
below. A decision to omit a patent indemnity clause in
a negotiated fixed-price contract described in this sub-
section should be based on a price consideration to the
|Govemment for forgoing the indemnification rights
normally received by commercnal purchasers of the
. same supplies or services.
27.203-4- Clauses for negotiated contracts (excluding
construction),
{a) The contracting officer may insert the clause at
© 52.227-3, Patent Indemnity-—--
{1) As authorized in 27. 203-1(b)(2)(ii); and
(2) Except a$ prohibited by 27.203-1(b), in solicita-
tions anticipating negotiated contracts {and such con--
tracts) for supplies or services (exciuding construc-
tion and dismantling, demolition, and removal of im-
provements), if the contracting officer determines
that the supplies or services (or such items with
refatively minor modifications) normally are or have
been sold or offered for sale by any suppller to the

public in the commercial open market. Ordinarily,
the contracting officer, in consaitation with the pro-
spective contractor, should be able to determine
whether the supplies or services being purchased
normally are or have been sold or offered for sale by
any supplier to the public in the commercial open
market. (For negotiated construcnon contracts, see

27.203-5).

(b) In solicitations and contracts that call in part for
specific components, spare parts, or services {or such
items with relatively minor modifications) that normal-
ly ‘are or have been sold or offered for sale by any
suppiier to the public in the commercial open market,
the contracting officer may use the clause with its

“Alternate I or II, as appropriate. The choice between

Alternate T (identification of excluded items) and Alter-
nate II (identification of included items} should be
based upon simplicity, Government administrative con-

venience, and the ease of identification of the items.

(c) In solicitations and contracts for communication
services and facilities where performance is by a
common carrier, and the services are unregulated and
are not priced by a tariff schedule set by a regulatory
body, the clause shall be used with its Alternate IIL

27.203-5 Clause for construction contracts and for dis-

mantling, demolition, and removal of improvements
contracts.

Except as prohibited by 27.203-1(b), the contracting

officer shall insert the clause at 52.227-4, Patent Indem-
nity—Constraction Contracts, in solicitations and con-
tracts for construction or that are fixed-price for dis-
mantling, demolition, or removal of improvements. If it
is determined that the construction will necessarily in-
volve the use of structures, products, materials, equip-
ment, processes, or methods that are nonstandard, non-

' commercial, or special, the contracting officer may ex-

pressly exclude them from the patent indemnification
by using the basic clause with its Alternate 1.
27.203-6 Clause for Government waiver of indemnity.

If, in the Government’s interest, it is appropriate to
exempt one or more specific United States patents from
the patent indemnity clause, the contracting officer
shall obtain written approval from the agency head or
designee and shall insert the clause at 52.227-5, Waiver
of Indemnity, in solicitations and contracts in addition
to the appropriate patent indemnity clause. The con-
tracting officer shall document the contract file with a
copy of the written approval.

27,204 Reportmg of royalties—anticipated or paid.
27.204-1 General.

(a) (1) To determine whether royalties anticipated or
actually paid under Government contracts are exces-
sive, improper, or inconsistent with any Government
rights in particular inventions, patents, or patent appii-
cations, contracting -officers shall require prospective
contractors to furnish certain royalty information and

27-3
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shall require contractors to furnish certain royalty re-
ports. Contracting officers shall take appropriate action
to reduce or eliminate excessive or improper rovalties,

(2) Rovalty information shall not be required

{except for information under 27.204-3) in formally

advertised contracts unless the need for such infor-

mation is approved at a level above that of the con-
tracting officer as being necessary for proper protec-
tion of the Government’s interests.

(b) When it is expected that work may be performed
in the United States, its possessions, or Puerto Rico,
any solicitation that may resuit in a negotiated contract
for which royalty information is desired or for which
cost or pricing data is obtained (see 15.804) should
contain a provision requesting information relating to
any proposed charge for royalties. If the work is to be
performed in the United States, its possessions, or
Puerto Rico and the response to the solicitation in-
cludes a charge for royalties, the contracting officer
shall, before award of the contract, forward the infor-
mation relating to the proposed payments of royalties
to the office having cognizance of patent matters for
the contracting activity concerned. The cognizant
office shall promptly advise the contracting officer of
appropriate action. Before award, the contracting offi-
cer shall take action to protect the Government’s inter-
est with respect to such royalties, giving due regard to
all pertinent factors relating to the proposed contract
and the advice of the cognizant office. *

{c}) The contracting officer, when considering the
approval of a subcontract for work to be performed in
the United States, its possessions, or Puerto Rico, shall
require and obtain the same royalty information and
take the same action with respect to such subcontracts
in relation to royalties as required for prime contracts
under paragraph (b) above. However, consent need not
be withheld pending receipt of advice in regard to such
royalties from the office having cognizance of patent
matters.

(d) The contracting officer shall forward the royalty
information and/or royalty reports received to the
office having cognizance of patent matters for the con-
tracting activity concerned for advice as to appropriate
action.

27.204-2 Solicitation provision for royalty information.

If it is expected that work may be performed in the
United States, its possessions, or Puerto Rico, the con-
tracting officer shall insert a solicitation provision sub-
stantially as shown in 52.227-6, Royalty Information, in
any solicitation that may result in a negotiated contract
for which rovalty information is desired or for which
cost or pricing data is obtained under 15.804. If the
solicitation is for communication services and facilities
by a common -carrier, use the provision with its Alrer-
nate L.
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27.204-3 Patents—notice of Government as a licensee.

(a}) When the Government is obligated to pay a roy-
alty on a patent because of a license agreement be-
tween the Government and a patent owner and the
contracting officer knows {or has reason to believe)
that the licensed patent will be applicable to a prospec-
tive contract, the Government should furnish informa-
tion relating to the royalty to prospective offerors since
it serves the interest of both the Government and the
offerors. In such situations, the contracting officer
should include in the solicitation a notice of the license.
the number of the patent. and the royalty rate recited
in the license.

(b} When the Government is obligated 1o pay such a
royalty, the solicitation should also require offerors to

. furnish information indicating whether or not each of-

feror is a licensee under the patent or the patent owner.
This information is necessary so that the Government
may either (1) evaluate an offeror’s price by adding an
amount equal to the royalty, or (2) negotiate a price
reduction with an offeror-licensee when the offeror is
licensed under the same patent at a lower royalty rate.

(c) If the Government is obligated to pay a royalty
on a patent involved in the prospective contract, the
contracting officer shall insert in the solicitation, sub-
stantially as shown, the provision at 52,227-7, Patents—
Notice of Government Licensee.

27.204-4 - Clause for reporting of royalties (foreign).

In solicitations contemplating negotiated contracts
{and such contracts) to be performed outside the
United States, its possessions, and Puerto Rico, regard-
less of the place of delivery, the contracting officer
shall insert the clause at 52.227-8, Reporting of Royal-
ties {Foreign).

27.205 Adjustment of royalties.

{a) If at any time the contracting officer has reason
to believe that any royalties paid, or to be paid, under
an existing or prospective contract or subcontract are
inconsistent with Government rights, excessive, or oth-
erwise improper, the facts shall be promptly reported
to the office having cognizance of patent matters for
the contracting activity concerned. The cognizant
office shall review the royalties thus reported and such
royalties as are reported under 27.204 and 27.206 and,
in accordance with agency procedures, shall either rec-
ommend appropriate action to the contracting officer
or, if authorized, shall take appropriate action.

(b) In coordination with the cognizant office, the
contracting officer shall promptly act to protect the
Government against payment of royalties on supplies
Or services—— :

(1) With respect to which the Government has a
royalty-free license:
(2) At a rate in excess of the rate at which the

Government is licensed: or

(3) When the rovalties in whole or in part other-
wise constitute an improper charge.
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(c) In appropriate cases. the contracting officer in
coordination with the cognizant office shall obtain a
refund pursuant to any refund of royalties clause in the
contract (see 27.206) or negotiate for a reduction of
royalties. _

(d) For guidance in evaluating information furnished
pursuant to 27.204 and 27.205(a) above, see 31.205-37
and 31.311-34, See also 31.109 regarding advance un-
- derstandings -on particular cost items, including royal-
ties.

27.206 Refund of royalties.

27.206-1 General,

When a fixed-price contract is negotiated under cir-
cumstances that make it questionable whether or not
substantial amounts of royalties will have to be paid by
the contractor or a subcontractor, such royalties may
be included in the target or contract price, provided
the contract specifies that the Government wiil be re-
imbursed the amount of such royalties if they are not
- paid. Such circumstances might include, for example, -
either a pending Government anti-trust action or pro-
spective litigation on the validity of a patent or patents
or on the enforceability of an agreement (upon which
the contractor or subcontractor bases the asserted obli-
gation) to pay the royalties to be included in the target
OT contract price.

27.206-2 Clause for refund of royaities.

The contracting officer shall insert the clause at
52.227-9, Refund of Royalties, in negotiated fixed-price
contracts and solicitations contemplating such contracts
if the contracting officer determines that circumstances
make it questionable whether or not substantial
amounts of royalties will have to be paid by the con-
tractor or a subcontractor at any tier.

27.207 Classified contracts.
27.207-1 General.

{a) Unauthorized disclosure of classified subject
matter, whether in patent applications or resuiting from
the issuance of a patent, may be a violation of 18
US.C. 792 et seq. (Espionage and Censorship), and
related statutes, and may be contrary to the interests of
national security.

() Upon receipt from the contractor of a patent
application, not yet filed, that has been submitted by
the contractor in compliance with paragraph (a) or (b)
of the clause at 52.227-10, Filing of Patent Applica-
tions-—Classified Subject Matter, the contracting officer
shall ascertain the proper security classification of the
patent application. Upon a determination that the appli-
cation contains classified subject matter, the coniract-
ing officer shall inform the contractor of any instruc-
tions deemed necessary or advisable relating to trans-
mittal of the application to the United States Patent
Office in accordance with procedures in the Depart-
ment of Defense Industrial Security Manual for Safe-
guarding Classified Security Information. If the materi-
al is classified “'Secret” or higher, the contracting offi-

cer shall make every effert to notify the contractor of
the determination within 30 days, pursuant to para-
graph {a) of the clause.

(¢) In the case of all applications filed under the
provisions of this section 27.207, the contracting offi-
cer, upon receiving the application serial number, the
filing date, and the information furnished by the con-
tractor under paragraph (d) of the clause at 52.227-10,
Filing of Patent Applications—Classified Subject
Matter, shall promptly submit that information to per-
sonnel having cognizance of patent matters in order
that the steps necessary to ensure the security of the
application may be taken.

(d) A request for the approval referred to in para-
graph {(c) of the clause at 52.227-10, Filing of Patent
Applications—Classified Subject Matter, must be con-
sidered and acted upon promptly by the contracting
officer in order to avoid the loss of valuable patent
rights of the Government or the contractor.

27.207-2 Clause for classified contracts.

The contracting officer shall insert the clause at
52.227-10, Filing of Patent Applications—Classified
Subject Matter, in all classified solicitations and con-
tracts and in all solicitations and contracts where the
nature of the work or classified subject matter involved
in the work reasonably might be expected to resuit in a
patent application containing classified subject matter.

SUBPART 27.3—PATENT RIGHTS UNDER
GOVERNMENT CONTRACTS

27.300 Scope of subpart.

This subpart prescribes policies, procedures, and con-
tract clauses with respect to inventions made in the
performance of work under a Government contract or
subcontract thereunder if a purpose of the contract or
subcontract is the conduct of experimental, develop-
mental, or research work, except to the extent statutory
requirements necessitate different agency policies, pro-
cedures, and clauses as specified in agency supplemen-
tal regulations.

27.301 Definitions.

“Invention,” as used in this subpart, means any in-
vention or discovery that is or may be patentable or
otherwise protectable under Title 35 of the U.S. Code.

“Made,” as used in this subpart, when used in rela-
tion to any invention, means the conception or first
actual reduction to practice of such invention.

“Nonprofit organization,” as used in this subpart,
means. a domestic university or other institution of
higher education or an organization of the type de-
scribed in section 50i(cX3) of the Intermal Revenue

Code of 1954 (26 U.S.C. 501(c)) and exempt from tax-

ation under section 501{a) of the Internal Revenue
Code (26 U.S.C. 50i(a)), or any domestic nonprofit
scientific or educational organization qualified under a
State nonprofit organization statute.
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“Practical application,” as used in this subpart, means
to manufacture, in the case of a composition or prod-
uct; to practice, in the case of a process or method; or
1o operate, in the case of a machine or system: and, -in
each case, under such conditions as to establish that the
invention is being utilized and that its benefits are, to
the extent permitted by law or Government regula-
tions, available to the public on reasonable terms.

“Small business firm,” as used in this subpart, means
a domestic small business concern as defined at 15
U.S.C. 632 and implementing regulations of the Admin-
istrator of the Small Business Administration. (For thé
purpose of this definition, the size standard contained in
13 CFR 121.3-8 for small business contractors and in 13
CFR 121.3-12 for small business subcontractors will be
used. See FAR Part 19).

“Subject inveniion,” as used in this subpart, means
any invention of the contractor conceived or first actu-
ally reduced to practice in the performance of work
under a Government contract.

27.302 Policy.

(a) Introduction. (1) The policy of this section is
based on 35 U.8.C. Chapter 18 (Pub. L. 96-517), OMB
Circular A-124, and the Presidential Memorandum on
Government Patent Policy to the Heads of Executive
Departments and Agencies dated February 18, 1983
The objectives of this policy are to use the patent
system to promote the utilization of inventions arising
from federaily supported research or development; to
encourage maximum participation of industry in feder-
ally supported research and development efforis; to
ensure that these inventions are used in a manner to
promote full and open competition and free emerprise;

to promote the commercialization and public availabil- .

ity of the inventions made in the United States by
United States industry and labor; tw ensure that the
Government obtains sufficient rights in federally sup-
ported inventions to meet the needs of the Government
and protect the public against nonuse or unreasonable
use of inventions; and to minimize the costs of adminis-
tering policies in this area.

(2) Some agencies are subject, in whole or in part,
to one of the following statutes, which require that
information as to uses, products, processes, patents,
or other developments *be available to the general
public”: 31 U.S.C. 666, 22 U.S.C. 2572, 50 U.S.C.
167b, 30 U.S.C. 951{c), 30 U.S.C. 937(b), 40 U.S.C.
App. 302(e), 30 U.S.C. 1226, and 15 U.S.C. 1395(c).
Such agencies shall generally use the clauses herein
allowing title to patents to be retained by the con-
tractor, and the related procedures. '

(b) Conrrictor right to elect title. Under the policy set
forth in paragraph (a) above, each contractor may,
after disclosure to the Government as required by the
patent rights clause included in the contract, elect w0

retain title to any invention made in the performance of -
work under the conmtract. To the extent an agency’s
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statutory requirements necessitate a different policy, or
different procedures and/or contract clauses to effectu-
ate the policy set forth in paragraph (a) above, such
policy. procedures, and clauses shall be contained in or
expressly referred to in that agency’s supplement to
this subpart. In addition, a contract may provide other-
wise {1} when the contract is for the operation of a
Government-owned research or production facility, (2)
in exceptional circumstances when it is determined by
the agency that restriction or elimination of the right to
retain title in any subject invention will better promote
the policy and objectives of 35 U.S.C. Chapter i3 and
the Presidential Memorandum, or (3) when it is deter-
mined by a Government autherity which is authorized
by statute or Executive Order to conduct foreign intel-
ligence or counterintelligence activities that the restric-
tion or elimination of the right to retain title to any
subject invention is necessary to protect the security of
such activities. In those instances when the Govern-
ment has the right to acquire title at the time of con-
tracting the contractor may, nevertheless, request
greater rights to an identified invention. (See 27.304-

1(a).) The right of the contractor to retain titie shall, in
any event, be subject to the provisions of paragraphs
(c) through (g) below unless for contracts with other
than small business or nonprofit organizations the
agency determines before contract award that all or
portions of these provisions may be modified, waived,
or omitted. (See 27.304-1(f).)

- (c)- Government license. The Government shall have
{unless provided otherwise in accordance with 27.304-
1(D) at least a- nonexclusive, nontransferable, irrevoca-
ble, paid-up license to practice, or have practiced for
or on behalf of the United States, any subject invention
throughout the world; and may, if provided in the
contract (see Alternate I of the applicable patent rights
clause), have additional rights to sublicense any foreign
government or interpational organmization pursuant to
existing treaties or agreements identified in the con-
tract, and any future treaty or agreement.

(8) Government right to receive title. (1) The Govern-

"ment has the right to receive title to amy invention if

the contract so provides pursuant to a determination
made in accordance with subparagraph (b)(1), (2), or

" (3) above. In addition, to the extent provided in_the

patent rights clause, the Government has the right to
receive title to an invention—

(i) If the contractor has not disclosed the inven-
tion within the time specified in the clause;

(ii) In any country where the contractor does
not elect 1o retain rights or fails to elect 1o retain
rights to the invention within the time specified in
the clause;

(iii) In any country where the contractor has not
filed a patent apphcatlon within the time specified
in the clause;
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(iv) In any country where the contractor de-
cides not to continue prosecution of a patent appli-
cation, pay maintenance fees, or defend in a reex-
amination or opposition proceeding on the patent:
and/or

(v) In any country where the contractor no

longer desires to retain title.

{2) For the purposes of this paragraph, election or
filing in a European Patent Office Region or under
the Patent Cooperation Treaty constitutes election or
filing in any country covered therein to meet the
times specified in the clause, provided that the Gov-
ernment has the right to receive title in those coun-
tries not subsequently designated by the contractor.
(e} Unlization reports. Unless provided otherwise in

accordance with 27.304-1(f), contracts provide that the
Government shall have the right to require periodic
reporting on the utilization or efforts at obtaining utili-
zation that are being made by the contractor or its
licensees or asignees. Such reporting by small business
firms and nonprofit organizations may be required in
accordance with instructions as may be issued by the
Department of Commerce. Agencies should protect the
confidentiality of utilization reports to the extent per-
mitted by 35 U.S.C. 205 or other applicable laws and
OMB Circular A-124.

() March-in rights. (1) With respect to any subject
invention in which a contractor has acquired title, con-
tracts provide that the agency shall have the right
(unless provided otherwise in accordance with 27.304-
1()) to require the contractor, an assignee, or exclusive
" licensee of a subject invention to grant a nonexclusive,
partially exclusive, or exclusive license in any field of
use to a responsible applicant or applicants, upon terms
that are reasonable under the circumstances, and if the
contractor, assignee, or exclusive licensee refuses such
request, to grant such a license .itself, if the agency
determines that such action is necessary—

(i) Because the contractor or assignee has not
taken, or is not expected to take within a reason-
able time, effective steps to achieve practical appli-
cation of the subject invention in such field of use;

{ii} To alleviate heaith or safety needs which are
not reasonably satisfied by the contractor, assignee, -
or their licensees; o

(iii) To meet requirements for public use speci-
fied by Federal regulations and such requirements
are not reasonably satisfied by the contractor, as-
signee, or licensees; or

(iv) Because the agreement required by para-
graph (g) below has neither been obtained nor
waived, or because a licensee of the exclusive right

to use or sell any subject invention in the United .

States is in breach of its agreement obtained pursu-

ant to paragraph (g) below.

(2) This right of the agency shall be exercised only
after the contractor has been provided a reasonable
time to present facts and show cause why the pro-

posed agency action shouid not be taken. and afford-

ed an opportunity to take appropriate action if the

contractor wishes to dispute or appeal the proposed
action, in accordance with 27.304-1(g).

(g) Preference for United States industry. Unless pro-
vided otherwise in accordance with 27.304-1(f), con-
tracts provide that no contractor which receives title to
any subject invention and no assignee of any such
contractor shall grant to any person the exclusive right
to use or sell any subject invention in the United States
unless such person agrees that any products embodying
the subject invention or produced through the use of
the subject invention will be manufactured substantially
in the United States. However, in individual cases, the
requirement for such an agreement may be waived by
the agency upon a showing by the contractor or as-
signee that reasonable but unsuccessful efforts have
been made to grant licenses on similar terms to poten-
tial licensees that would be likely to manufacture sub-
stantiatly in the United States or that under the circum-
stances domestic manufacture is not commercially feasi-
ble. N
. (h) Minimum rights to contractor. (1) When the Gov-
ernment acquires title to a subject invention, the con-
tractor is normally granted a revocable, nonexclusive.
royalty-free license to that invention throughout the
world. The contractor’s license extends to its domestic
subsidiaries and affiliates, if any, within the corporate
structure of which the contractor is a part and includes
the right to grant sublicenses of the same scope to the
extent the contractor was legally obligated to do so at
the time the contract was awarded. The license is
transferable only with the approval of the contracting
officer except when transferred to the successor of tha:
part of the contractor’s business to which the invention
pertains. :

(2) The contractor’s domestic license may be re-
voked or modified to the extent necessary to achieve
expeditious practical application of the subject inven-
tion pursuant to an application for an exclusive li-
cense submitted in accordance with the applicable
provisions in the Federal Property Management Reg-
ulations and agency licensing regulations. This li-
cense will not be revoked in that field of use or the
geographical areas in which the contractor has
achieved practical application and continues to make
the benefits of the invention reasonably accessible to
the public. The license in any foreign country may
be revoked or modified to the extent the contractor.
its licensees, or its domestic subsidiaries or affiliates
have failed to achieve practical application in that
country. See the procedures at 27,304-1(e).

() Confidentiality of inventions. The publication of
information discigsing an invention by any party before
the filing of a patent application may create a bar to a

- valid patent. Accordingly, 35 U.S.C. 205 and OMB

Circular A-124 provide that Federal agencies are au-
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thorized to withhold from disclosure to the public in-
formation disclosing any invention in which the Feder-
al Government owns or may own a right, title, or
interest {including a nonexclusive license} for a reason-
able time in order for a patent application to be filed.
Furthermore, Federal agencies shall not be reguired to
release copies of any document which is part of an
application for patent filed with the United States
Patent and Trademark Office or with any foreign
patent office. The Presidential Memorandum on Gov-
ernment Patent Policy specifies that agencies should
protect the confidentiality of invention disclosures and
patent applications required in performance or in con-
sequence of awards to the extent permitted by 35
U.S.C. 205 or other applicable laws.

27.303 Contract clauses.

In contracts (and solicitations therefor) for experi-
mental, developmental. or research work (but see
27.304-3 regarding contracts for comstruction work or
architect-engineer services), a patent rights clause shall
be inserted as follows:

(a) (1) The contracting officer shall insert the clause
at 52.227-11, Patent Rights—Retention by the Contrac-
tor (Short Form), if all the following conditions apply:

(i) The contractor is 2 small business concern or
nonprofit organization as defined in 27.301 or,
except for contracts of the Department of Defense
{DOD), the Department of Energy (DOE), or the
National Aeronautics and Space Administration
(NASA), any other type of contractor. :

(ii) No alternative patent rights clause is used in
accordance with paragraphs {¢) or (d) below or
27.304-2.

(2) To the extent the information is not required
elsewhere in the contract, and unless otherwise speci-
fied by agency supplemental regulations, the con-
tracting officer may meodify paragraph () of the
clause to require the contractor to do one or more of
the foliowing:

(i) Provide periodic (but not more frequently
than annually) listings of all subject inventions re-
quired to be disclosed during the period covered
by the report.

(ii) Provide a report prior to the closeout of the
contract listing all subject inventions or stating
that there were none.

(iif) Provide notification of ail subcontracts for
experimental, developmental, or research work.

(iv) Provide. upon request, the filing date, serial
number and title; a copy of the patent application;
and patent number and issue date for any subject
invention in any country in which the contractor
has applied for patents. .

(v} Furnish the Government an irrevucable
power to inspect and make copies of the patent
application file. :

(3) If the acquisition of patent rights for the benefit
of a foreign government is required under a treaty or
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executive agreement or if the agency head or a des-
ignee determines at the time of contracting that it
would be in the national interest to acquire the right
to sublicense foreign governments or international
organizations pursuant to any existing or future
treaty or agreement, the contracting officer shall use

the clause with its Alternate L.

{b) (1} The contracting officer shall insert the clause
at 52.227-12, Patent Rights—Retention by the Contrac-
tor (Long Form), if all the following conditions apply:

(i} The contractor is other than a small business
firm or nonprofit organization. '

(i) No alternative clause is used in accordance
with paragraph {c) or (d) below or 27.304-2.

(1ii) The contracting agency is one of those ex-
cepted under subdivision (a)(1){i) above.

{2) If the acquisition of patent rights for the benefit
of a foreign government is reqguired under a treaty or
executive agreement or if the agency head or a des-
ignee determines at the time of contracting that it
would be in the national interest to acquire the right
to sublicense foreign governments or international
organizations  pursuant to any existing or future
treaty or agreement, the contracting officer shall use
the clause with its Alternate 1.

(c) (1) The contracting officer shall insert the clause
at 52.227-13, Patent Righis—Acquisition by the Gov-
ernment, if any of the following conditions apply:

(i) No alternative clause is used in accordance
with subparagraph (c¥2) or paragraph (d) below
or 27.304-2.

(i) The work is to be performed outside the

* United States, its possessions, and Puerto Rico by

contractors that are not small business firms, non-
profit organizations as defined in 27.301, or domes-
tic firms. For purposes of this subparagraph, the
contracting officer may presume that a contractor
is not a domestic firm unless it is known that the
firm -is not foreign owned, controlled, or influ-
enced. (See 27.304-4(a) regarding subcontracts
with U.S. firms.}

(2) Pursuant to their statutory requirements, DOE
and NASA may specify in their supplemental regula-
tions use of a modified version of the clause at
52.227-13 in contracts with other than small business
concerns or nonprofit organizations.

'(3) If the acquisition of patent rights for the bene-
fits of a foreign government is required under a
treaty or executive agreement or if the agency head
or a designee determines at the time of contracting
that it would be in the national interest o acquire the
right to sublicense foreign governments or interna-
tional organizations pursuant to any existing or
future treaty or agreement, the contracting officer
shall use the clause with its Alternate L.

(d) (1) If one of the following applies, the contract-
ing officer may . insert the clause prescribed in para-
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graph (a) or (b) above as otherwise applicable: agency
supplemental regulations may provide another clause
and specify its use; or the contracting officer shall
insert the clause prescribed in paragraph (c) above:

(i) The contract is for the operation of a Gov-
ernment-owned research or production facility.

(ii) There are exceptional circumstances and the
agency head determines that restriction or elimina-
tion of the right to retain title to any subject in-
vention will better promote the policy and objec-
tives of Chapter 18 of Title 35 of the United States
Code.

(iii} It is determined by a Government authority
which is authorized by statute or executive order
to conduct foreign intelligence or counterintelli-
gence activities that restriction or elimination of
-the right to retain any subject invention is neces-
sary to protect the security of such activities.

(2) Any determination under subdivision (1)(ii)
above will be in writing and accompanied by a writ-
ten statement of facts justifying the determination.
The statement of facts will contain such information
as the agency deems relevant and, at a minimum,
will (i} identify the organization involved, (if) de-
scribe the extent to which agency action restricted or
eliminated the right to retain title to a subject inven-
tion, (iii) state the facts and rationale supporting the
agency action, (iv) provide supporting documenta-
tion for those facts and rationale, and (v) indicate the
nature of any objections to the agency action and
provide any documentation in which those objec-
tions appear. In the case of contracts with small
business concerns or nonprofit organizations, a copy
of each such determination and written statement of
facts will be sent to the Comptroller General of the
United States within 30 days after the award of the
applicable funding agreement. In the case of con-
tracts with small business concerns, copies will also
be sent to the Chief Counsel for Advocacy of the
Small Business Administration,

(e) To qualify for the clause at 52.227-11, a prospec-

tive contractor may be required by the agencies except-
ed under subdivision (a)(1)(i) above to certify that it is
either a small business firm or a nonprofit organization.
If one of these agencies has reason to question .the
status of the prospective contractor, the agency may
file a protest in accordance with 13 CFR 121.3-5 if
small business firm status is questioned or require the
prospective contractor to furnish evidence of its status
as a nonprofit organization.

{f) The Alternates to the clauses at 52.227-11, 52.227-
12, and 52.227-13, as applicable, may be modified by
deleting the reference to future treaties or agreements
or by otherwise more narrowly defining classes of
future treaties or agreements. It may also be modified
to make clear that the rights granted to the foreign
government or international organization may be for
additional rights bevond a license or sublicense if so

required by the appiicable treaty or international agres-
ment. For example, in some cases exclusive licenses or
even assignment of title in the foreign country involved
might be required. In addition, the Alternate may be
modified to provide for direct licensing by the contrac-
tor of the foreign government or international -organi-
zation.

27.304 Procedures.

27.304-1 General,

. (a) Greater rights determinations. Whenever the con-
tract contains the clause at 52.227-13, Patent Rights—
Acquisition by the Government, the contractor (or an
employee-inventor of the contractor after consultation
with the contractor) may request greater rights to an
identified invention within. the period specified in such
clause. Requests for greater rights may be granted if
the agency head or designee determines that the inter-
ests of the United States and the general public will be
better served thereby. In making such determinations,
the agency head or designee shall consider at least the
following objectives:

(1) Promoting the utilization of inventions arising
from federally supported research and development.

(2} Ensuring that inventions are used in a manner 1o
promote full and open competition and free enter-
prise.

(3) Promoting public availability of inventions
made in the United States by United States industry
and labor. )

(4) Ensuring that the Government obtains suffi-
cient rights in federally-supported inventions to meet
the needs of the Government and protect the public
against nonuse or unreasonable use of inventions.

(b) Retention of rights by inventor. If the contracicr
does not elect to retain title to a subject invention, the
agency may consider and, after consultation with the
contractor, grant requests for retention of rights by the
inventor. Retention of rights by the inventor will be
subject to the conditions in paragraph {d) (except sub-
paragraph (d)(1)), subparagraph (f}(4), and paragraphs
(h), (@), and (§) of the applicabie Patent Rights—Reten-
tion by the Contractor clause.

(c) Government assignment to contractor of rights in
Government employees’ inventions. When a Government
employee is a coinventer of an invention made under a
contract with a small business firm or nonprofit organi-
zation, the agency employing the coinventor may
transfer or reassign whatever right it may acquire in
the subject invention from its employee to the contrac-
tor, subject to the conditions of 35 U.S.C. Chapter 18
and OMB Circular A-124.

(d) Additional requirements. (1) If it is desired to have
the right to require any of the following, the contract
shall be modified to require the contractor to do one or
more of the following:

{i) Provide periocdic (but not more frequently
than annpally) listings of all subject inventions re-
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quired to be disclosed during the period covered

by the report.

(if) Provide a report prior to the closeour of the
contract listing all subject inventions or stating
that there were none.

(ili) Provide notification of all subcontracts for
experimental, developmental, or research work.

(iv) Provide upon request, the filing date, serial
number and title; a copy of the patent application;
and patent number and issue date for any subject
invention in any country in which the contractor
has applied for patents.

(v} Furnish the Government an irrevocable
power to inspect and make copies of the patent
application file,

(2) To the extent provided by such modification
(and automatically under the terms of the clauses at
52.227-12 and -13), the contracting officer may re-
quire the coniractor to—

(i) Furnish 2 copy of each subcontract contain-
ing a patent rights clause (but if a copy of a sub-
contract is furnished under another clause, a dupli-
cate shall not be requested under the patent rights
clause); : '

{ii) Submit interim and final invention reports
listing subject inventions and notifying the con-
tracting officer of all subcontracts awarded for
experimental, developmental; or research work;

{iir) Submit information regarding the filing date,
serial number and title, and, upon request, a copy
of the patent application, and patent number and

issue date for any subject invention in any country

for which the contractor has retained title: and
(iv) Submit. periodic reports on the utilization of

a subject invention or on efforts at obtaining utili-

zation that are being made by the contractor or its

licensees or assignees.

(3) The contractor is required to deliver to the
contracting officer an instrument confirmatory of all
rights to which the Government is entitled and to
furnish the Government an irrevocable power to in-
spect and make copies of the patent application file.
Such delivery should normally be made within 6
months after filing each patent application, or within
6 months after submitting the invention disclosure if
the application has been previously filed.

{e) Revacarion or modification of contractor’s minimum
rights. Before revocation or modification of the con-
tractor’s license in accordance with 27.302(h)(2), the
contracting officer will furnish the contractor a written
notice of intention to revoke or modify the license, and
the contractor will be allowed 30 days (or such other
time as may be authorized by the contracting officer

for good cause shown by the contractor) after the -

notice to show cause why the license should not be
revoked or modified. The contractor has the right to
appeal. in accordance with applicable provisions in the
Federal Property Management Regulations and. agency
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licensing regulations, any decisions concerning the rev-
ocation or modification.

(f) Modification, waiver. or omission of rights of the
Government or obligations of the contractor. (1} In con-
tracts not subject to 35 U.S.C. Chapter 18, an agency
may modify, waive, or omit. in whole or in part. any of
the rights of the Government or obligations of the
contractor described in 27.302(c) through (h) if the
agency head or designee determines at the time of
contracting (i) that the interests of the United States
and the general public will be better served thereby as,
for example, where this is necessary to obtain a umque-
Iy or highiy qualified contractor, or (ii) that the con-
tract involves cosponsored, cost sharing, or joint ven-
ture research and development, and the contractor, co-
sponsor, or joint venturer is making a substantial con-
tribution of funds, facilities, or equipment to the work
performed under the contract.

(2) Any modification, watver, or omission of the
rights of the Government shall be in writing and
accompanied by a written statement of facts justify-
ing the determination. Inasmuch as these rights are
normally considered the minimum rights necessary to
protect the interests of the United States and the
‘general public under the policy and objectives of
27.302(a)(1), such statement must. specifically—

(i) Describe the extent to which the Govern-
ment’s rights are to be modified, waived, or omit-
ted; :

(ii) State the facts and rationale for such modifi-
cation, waiver, or omission; and

(iii} Include a statement as to why the interests
of the United States and the general public will be
better served by such modification, waiver, or
omission under the policy and objectives of
27.302(a)(1), with particular emphasis on (A) en-
suring that the Government obtains sufficient
rights to meet its needs competitively and at the
lowest cost when relinquishing the Government’s
royalty-free license righis, (B) protecting the
public against nonuse or unreasonable use of inven-
tions arising out of the contract when relinquishing
march-in rights intended to prevent suppression of
such inventions and to assure their availability to
meet health or safety needs or regulatory require-
ments, and (C) promoting the public availability of
such inventions through commercialization by
United States industry and labor.

(8) Exercise of march-in rights. The following proce-
dures shall govern the exercise of the march-in rights
set forth in 35 U.5.C. 203, paragraph (j) of the Patent
Rights—Retention by the Contractor clauses, and sub-
division (c)(1)(ii) of the Patent Rights—Acquisition by
the Government clause:

(1) When the agency receives information thar it
believes might warrant the exercise of march-in
rights, before initiating any march-in proceeding in
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accordance with the procedures of subparagraph (2)
below, it shall notify the contractor in writing of the
information and request informal written or oral
comments from the contractor. In the absence of any
comments from the contractor within 30 days the
agency .may, at its discretion, initiate the procedures
. below. If a comment is received, whether or not
within 30 days, then the agency shall, within 60 days
after it receives the comment, either initiate the pro-
cedures below or notify the contractor, in writing,
that it will not pursue march-in rights based on the
information about which the contractor was notified.

(2) A march-in proceeding shall be initiated by the
issuance of a written notice by the agency head or a
“designee to the contractor and its assignee or exclu-
sive licensee, as applicable, stating that the Govern-
ment has determined to exercise march-in rights. The
notice shall state the reasons for the proposed march-
in in terms sufficient to put the contractor on notice
of the facts upon which the action is based, and shall
specify the field or fields of use in which the Gov-
ernment is considering requiring licensing. The
notice shall advise the contractor, assignee, or exclu-
sive licensee of its rights as set forth in 33.011 and in
any supplemental agency regulations or procedures.
The determination to exercise march-in rights shall
be made by the contracting officer, as a final decision
for purposes of the Contract Disputes Act in accord-
ance with 33.011.

(3) These procedures shall aiso apply to the exer-
cise or march-in rights against inventors receiving
title to subject inventions under 35 U.S.C. 202(d)
and, for that purpose, the term “contractor’” as used
herein shall be deemed to include the inventor.

{4) The contractor, assignee, or exclusive licensee
will not be required to grant a license and the Gov-
ernment will not grant any license until after either
(i) 90 days from the date of the contractor’s receipt
of the contracting officer’s decision, if no appeal of
the decision has been made to a Board of Contract
Appeals and if no action has been brought under 41
U.S8.C. 609 within that time, or (ii) the board or
court has made a final decision, in cases when an
appeal or action has been brought within 90 days of
the contracting officer’s decision.

(h) Licenses and assignments under contracts with non-
profir organizations, If the contractor is a nonprofit organi-
zation, the clause at 52.227-11 provides that certain
contractor actions require agency approval, as specified
below. Agencies shall provide procedures for obtaining
_such approval. .

(1) Rights to a subject invention in the United
States may not be assigned without the approval of
the contracting agency, except where such assign-
ment is made to an organization which has as one of
its primary functions the management of inventions
and which s not, itself, engaged in or does not hold
a substantial interest in other organizations engaged

in the manufacture or sale of products or the use of
processes that might utilize the invention or be in
competition with embodiments of the invention (pro-
vided that such assignee will be subject to the same
provisions as the contractor).

(2) The contractor may not grant exclusive li-
censes under United States patents or patent applica-
tions in subject inventions to persons other than
small business firms for a period in excess of the
earlier of—

(i) Five years from first commercial sale or use
of the invention: or

(ii) Eight years from the date of the exclusive
license excepting that time before regulatory agen-
cies necessary to obtain premarket clearance.
unless on a case-by-case basis the contracting
agency approves a longer exclusive license. If ex-
clusive field of use licenses are granted, commer-
cial sale or use in one field of use will not be
deemed commercial sale or use as to other fields of
use, and a first commercial sale or use with respect
to a product of the invention will not be deemed
to end the exclusive period to different subsequent
products covered by the invention.

27.304.2 Contracts placed by or for other Government
agencies.

The following procedures apply unless agency agree-
ments provide otherwise:

(a) When a Government agency requests angther
Government agency to award a contract on its behalf,
the request should explain any special circumstances
surrounding the contract and specify and furnish the
patent rights clause to be used. Normally, the clause
will be in accordance with the policies and procedures
of this subpart. If, however, the request states that a
clause of the requesting agency is required (e.g., be-
cause of statutory requirements, a deviation, or excep-
tional circumstances) that clause shall be used rather
than those of this subpart.

(1) If the request states that an agency clause is
required and the work to be performed under the
contract is not severable and is funded wholly or in
part by the agency, then that agency clause and no
other patent rights clause shall be included in the
contract.

(2) If the request states that an agency clause is
required, and the work to be performed under the
contract is severable and is only in part for the
requesting agency, then the work which is on behalf
of the réquesting agency shall be idemtified in the
contract, and the agency clazuse shall be made appli-
cable to that portion. In such situations, the remain-
ing portion_ of the work (for the agency awarding the
contract) shall likewise be identified and the appro-
priate patent rights clause (if required) shall be made
applicable to that remaining portion.

27-11
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(3) If the request states that an agency clause is not
required in any resulting contract. then the appropri-
ate patent rights clause shall be used. if-a patent
rights clause is required.

{b} Where use of the specified clause. or any modifi-
cation. waiver, or omission of the Government's rights
under any provisions therein, requires a written deter-
mination, the reporting of such determination, or a
deviation, -if any such acts are required in accordance
with 27.303(d)}(2), 27.304-1(f)(2}, or 1.4, it shall be the
responsibility of the requesting agency to make such
determination, submit the required reports, and obiain
such deviations, in consultation with the contracting
agency, unless otherwise agreed between the contract-
ing and requesting agencies, However, a deviation to a

specified clause of the requesting agency shall not be -

made without prior approval of that agency.

{c) The requesting agency may require, and provide
instructions regarding, the forwarding or handling of
any invention disclosures or other reporting require-
ments of the specified clauses. Normally the requesting
agency shall be responsible for the handling of any
disclosed inventions, including the filing of patent ap-

plications where the Government receives title, and the .

custody, control, and licensing thereof, unless provided
otherwise in the instructions or other agreements with
the contracting agency. :

27.304-3 Contracts for comstruction work or architect-
engineer services.

(a) If a solicitation or contract for construction work
or architect-engineer services has as a purpose the per-
formance of experimental, developmental, or research
work or test and evaluation studies involving such
work and calls for, or can be expected to involve, the
design of a Government facility or of novel structures,
machines, products, materials, processes, or equipment
(inciuding construction eguipment), it shall include a
patent rights clause selected in accordance with the
policies and procedures of this Subpart 27.3.

(b) A solicitation or contract for construction work

or architect-engineer services that calls for or can be
expected to involve only “standard types of construc-
tion” 1o be built by previously developed equipment,
methods, and processes shall not include a patent rights
clause. The term “standard types of construction”
means construction in which the distinctive features, if
any, in all likelihood will amount to no more than—
(1) Variations in size, shape, or capacity of other-
wise structurally orthodox and conventionally acting
structures or structural groupings: or
(2) Purely artistic or esthetic (as distinguished from
functionally significant) architectural configurations
and designs of both structural and nonstrucrural
members or groupings, which may or may not be
sufficiently novel or meritorious to qualify for design
protection under the design patent or copyright laws.
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27.304-4 Subcontracts.

(a) The policies and procedures covered by this sub-
part apply to all contracts at any tier. Hence, a con-
tractor awarding a subcontract and a subcontractor
awarding a lower-tier subcontract that has as a purpose
the conduct of experimental, developmental, or re-
search work is required to determine the appropriate
patent rights clause to be included that is consistent
with these policies and procedures. Generally, the
clause at either 52.227-11, 52.227-12, or 52.227-13 is to
be used and will be so specified in the patent rights
clause contained in the higher-tier contract, but the
contracting officer may direct the use of a particular
patent rights clause in any lower-tier contract in ac-
cordance with the policies and procedures of this sub-
part. For instance, when the clause at 52.227-13 is in
the prime contract because the work is to be performed
overseas, any subcontract with a nonprofit organization
would contain the clause at 52.227-11.

(b) Whenever a prime contractor or a subcontractor
considers the inclusion of a particular clause in a sub-
contract to be inappropriate or a subcontractor refuses
to accept the proffered clause, the matter shall be re-
solved by the agency contracting officer in consultation
with counsel.

{c) It is Government policy that contractors shall not

use their ability to award subcontracts as economic
leverage to acquire rights for themselves in inventions
resulting from subcontracts.

27.304-5 Appeals.

{a) The agency official initially authorized to take
any of the following actions shall provide the contrac-
tor with a written statement of the basis for the action
at the time the action is taken, including any relevant
facts that were relied upon in taking the action:

(1} A refusal to grant an extension to the invention
disclosure period under subparagraph (c)(4) of the
clauses at 52.227-11 and 52.227-12.

(2) A request for a conveyance of title to the
Government under 27.302(d)}1)(i) through (v).

(3) A refusal to grant a waiver under 27.302(g),
Preference for U.S. Industry. ‘

(4) A refusal to approve an assignment under

(27.304-1(h)(D).

(5) A refusal to approve an extension of the exclu-
sive license period under 27.304-1(h)(2).

(b) Each agency shall establish and publish proce-
dures under which any of the agency actions listed in
paragraph (a2} above may be appealed to the head of
the agency or designee. Review at this level shall con-
sider both the factual and legal basis for the action and
its consistency with the policy and objectives of 33
U.S.C. 200-206 and this subpart.

{c} Appeals procedures established under paragraph
(b) above shall include administrative due process pro-
cedures and standards for fact-finding at least compara-
ble to those set forth in Part 13e-g of OMB Circular A-
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124 whenever there is a dispute as to the factual basis
for an agency request for a conveyance of title under
27.302(dX 1)(1) through (v) including any dispute as to
whether or not an invention is a subject invention.

{d) To the extent that any of the actions described in
paragraph (a) above are subject to appeal under the
Contract Disputes Act, the procedures under that Act
will satisfy the requirements of paragraphs (b) and (c})
above.

27.305 Administration of patent rights clauses,
27.305-1 Patent rights follow-up.

(a) It is important that the Government and the con-
tractor 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 and to
enable the Government, the contractor, and the public
to avoid unnecessary payment of royaities and to
defend themselves against claims and suits for patent
mfringement. To attain these ends, contracts having a
patent rights clause should be so administered that—

(1) Inventions are identified, disclosed, and report-
ed as required by the contract, and elections are
made;

(2) The rights of the Government in such inven-
tions are established; .

(3) Where patent protection is appropriate. patent
applications are timely filed and prosecuted by con-
tractors or by the Government;

{4} The rights of the Government in filed patent
applications are documented by formal instruments
such as licenses or assignments; and

(5) Expeditious commercial utilization of such in-
ventions is achieved. '

(b) If a subject invention is made under funding
agreements of more than one agency, at the request of
the contractor or on their own initiative, the agencies
shall designate one agency as responsible for adminis-
tration of the rights of the Government in the inven-
tion.

27.305-2 Follow-up by contractor.

(a) Contractor procedures. If required by the applica-
ble clause, the contractor shall establish and maintain
effective procedures to ensure its patent rights obliga-
tions are met and that subject inventions are timely
identified and disclosed, and when appropriate, patent
applications are filed. :

(b) Contractor reports. Contractors shall submit all
reports required by the patent rights clause to the con-
tracting officer or other representative designated for
such purpose in the contract. Agencies may, in their
implementing instructions, provide specific forms for use
on an optional basis for such reporting.

27.305-3 Follow-up by Government.

(a) Agencies shall maintain appropriate follow-up
procedures to protect the Government’s interest and to
check that subject inventions are identified and dis-

closed, and when appropriate. patent applications are
filed, and that the Government's rights therein are es-
tablished and protected. Follow-up activities for con-
tracts that include a clause referenced in 27.304-2 shall
be coordinated with the appropriate agency.

(b) The contracting officer administering the con-
tract {or other representative specifically designated in
the contract for such purpose) is responsible for receiv-
ing invention disclosures, reports, confirmatory instru-
ments, notices, requests, and other documents and in-
formation submitted by the contractor pursuant to a
patent rights clause. If the contractor fails to furnish
documents or information as called for by the clause
within the time required, the contracting officer shall
promptly request the contractor to supply the required
documents or information and, if the failure persists,
shall take appropriate action to secure compliance. In-
vention disclosures, reports, confirmatory instruments.
notices, requests, and other documents and tnformation
relating to patent rights clauses shall be promptly fur-
nished by the contracting officer administering the con-
tract (or other designee) to the procuring agency or
contracting activity for which the procurement was
made for appropriate action. ‘

(c) Contracting activities shall establish appropriate
procedures to detect and correct failures by the con-
tractor to comply with its obligations under the patent
rights clauses, such as failures to disclose and repori
subject inventions, both during and after contract per-
formance. Ordinarily a contractor should have written
instructions for its employees covering compliance
with these contract obligations. Government effort to
review and cotrect contractor compliance with iis
patent rights obligations should be directed primanly
towards contracts that, because of the nature of the
research, development, or experimental work or the
large dollar amount spent on such work, are more
likely to result in subject inventions significant in
number or quality, and towards contracts when there is
reason to believe the contractors may not be comply-
ing with their contractuzl obligations. Other contracts
may be reviewed using a spot-check method, as feasi-
ble. Appropriate follow-up procedures and activities
may include the investigation or review of selected
contracts or contractors by those qualified in patent
and technical matters to detect failures to comply with
contract obligations.

{d) Follow-up activities should include, where appro-
priate, use of Government patent personnel—

(1} To interview agency technical personnel to
identify novel developments made in contracts;

{2} To review technical reports submitted by con-
tractors with cognizant agency technical personnel:

(3) To check the Official Gazette of the Unired

States Patent and Trademark Office and other

sources for patents issued to the contractor in fields

related to its Government contracts; and
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(4) If additional information is required. to have
cognizant Government personnel interview contrac-
tor personnel regarding work under the contract in-
volved, observe the work on site, and inspect labora-
tory notebooks and other records of the contractor

- related to work under the contract.

(e) If it is determined that a contractor or subcon-
tractor does not have a clear understanding of the
rights and obligations of the parties under a patent
rights clause, or that its procedures for complying with
the clause are deficient, a post-award orientation con-
ference or letter should ordinarily be used to explain
these rights and obligations (see Subpart 42.5). When a
contractor fails to establish, maintain, or follow effec-
tive procedures for identifying, disclosing, and, when
appropriate, filing patent applications on inventions (if
such procedures are required by the patent rights
clause), or after appropriate notice fails to correct any
deficiency, the contracting officer may require the con-
tra¢tor to make available for examination books,
records, and documents relating to the contractor’s in-
ventions in the same field of technology as the contract
effort to enable 2 determination of whether there are
such inventions and may invoke the withholding of
payments provision (if any) of the clause. The with-
holding of payments provision (if any) of the patent
rights clause or of any other contract clause may also

"be invoked if the contractor fails to disclose a subject

invention.- Significant or repeated failures by a contrac-

tor to comply with the patent rights obligation in its.

contracts shall be documented and made a part of the
general file (see 4.801(c)(3)).

27.305-4 Conveyance of invention rights acqnii'ed by
the Government.

(a) Agencies are responsible for those procedures
necessary to protect the Government’s interest in sub-
ject inventions. When the Government acquires the
entire right, title, and interest in an invention by con-
tract, this is normally accomplished by an assignment
either from each inventor to the contractor and from
the contractor to the Government, or from the inven-
tor to the Government with the consent of the contrac-
tor, so that the chain of title from the inventor to the
Government is clearly established. When the Govern-
ment’s rights are limited to a license, there should be a
confirmatory instrument to that effect.

(b} The form of conveyance of title from the inven-
tor to the contractor must be legally sufficient to
convey the rights the contractor is required to convey
to the Government. Agencies may, by supplemental
instructions, develop suitable assignments, licenses, and
other papers evidencing any rights of the Government
in patents or patent applications, including such instru-
ments as may be required to be recorded in the Statu-
tory Register or documented in the Government Regis-
ter maintained by .the U.S. Patent and Trademark
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Office pursuant to Executive Order 9424, February 1§,
1944.
27.305-5 Publication or release of invention disclosures.

{(a) In accordance with the policy at 27.302(i). to
protect their mutual interests, contractors and the Gov-
ernment should cooperate in deferring the publication
or release of invention disclosures until the filing of the
first patent application, and use- their best efforts to
achieve prompt filing when publication or release may
be imminent. The Government will, on its part and to
the extent authorized by 35 U.5.C. 205, withhold from
disclosure to the public any invention disclosures re-
ported under the patemt rights clauses of 52.227-11,
52.227-12, or 52.227-13 for a reasonable time in order
for patent applications to be filed. The policy in
27.302(i) regarding protection of confidentiality shall be
foliowed. :

(b) The Government will also use reasonable efforts
to withhold from disclosure to the public for a reason-
able time other information disclosing a reported inven-
tion included in any data delivered pursuant to contract
requirements; provided, that the contracior notifies the
agency as to the identity of the data and the invention
to which it relates at the time of delivery of the data,
Such notification must be to both the contracting offi-
cer and any patent representative to which the inven-
tion is reported, if other than the contracting officer,

27,306 Licensing background patent rights to third par-
ties, '
(a) A contract with a small business firm or nonprofit
organization will not contain a provision allowing the

Government to require the licensing to third parties of

inventions owned by the contractor that are not subject
inventions unless such provision has been approved by
the agency head and written justification has been
signed by the agency head. Any such provision wil}
clearly state whether the licensing may be required in
connection with the practice of a subject invention, a
specifically identified work object, or both. The agency
head may not delegate the authority to approve such
provisions or to sign justifications required for such
provisions.

(b) The Government will not require the licensing of
third parties under any such provision unless the
agency head determines that the use of the invention
by others is necessary for the practice of a subject
invention or for the use of a work object of the con-
tract and that such acrion is necessary to achieve the
practical application of the subject invention or work
object. Any such determination will be on the record
after an opportunity for a hearing, and the contractor
shall be given notification of the determination by cer-
tified or registered mail. The notification shall include a
statement that -any action commenced for judicial
review of such determination must be brought by the
contractor within 60 days after the notification.
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27.601

SUBPART 27.4—RIGHTS IN DATA AND
COPYRIGHTS

27401 General. .

It is necessary for Government departments and
agencies, in order to carry out their missions and pro-
grams, t0 acquire or obtain access to many kinds of
data developed under or used in performing their con-
tracts. Such data are required in order to obtain com-
petition arong suppliers; to meet acquisition needs; to
ensure logistic support; to fuifill certain responsibilities
for disseminating and publishing the results of their
activities; to ensure appropriate use of the results of
research, development, and “demonstration activities;
and to meet other programmatic and statutory require-
ments. At the same time, the Government recognizes
that its contractors may have a property right or other
valid economic interest in certain data resuiting from
private invesiment, and that the protection from unau-
thorized. use and disclosure of this data, and other data
made available to the Government for use, is required
in order to preclude the compromise of such property
right or economic interest, jeopardizing the contrac-
tor’s commercial position, and impairment of the Gov-
ernment’s ability to obtain. access to or use of such
data. Protecting this data is therefore necessary to en-
courage qualified contractors to participate in Govern-
ment programs and apply innovative concepts to such
programs. Specific agency regulations shall be framed
in light of the above considerations to strike-a balance
between the Government’s need and the contractor’s

economic interest, Civilian agencies other than NASA
shall implement Section 203 of Public Law 98-577 per-
taining to validation of proprietary data restrictions.

SUBPART 27.5—RESERVED

SUBPART 27.6—FOREIGN LICENSE AND
TECHNICAL ASSISTANCE AGREEMENTS

27.601 General.

Apgencies shall provide all necessary rules and reguia-
tions as are required for the proper application of the
laws and policies of the U.S. Government regarding—

{(a} Elimination in agreements between domestic con-
cerns and foreign governmenis or foreign concerns of
charges for the use of patents in which the U.S. Gov-
ernment has a royalty-free license or of charges in
agreements for the use of data that the U.S. Govemn-
ment has a right to use and disclose to others, that is in
the public domain, or that was acguired by the U.5.
Government with the unrestricted right to use, dupii-
cate, or disclose and to have or permit others to do so;

{b) Foreign license and technical assistance agree-
ments between the U.S. Government and United States
domestic concerns; ' :

(c) Guidance on negotiating contract prices and
terms concerning patents and data, including royalties,
in contracts between the U.S. Government and a for-
eign government or foreign concern; and

(d) Regulations and guidance on controls on the ex-
portation of data relating to certain designated items,
such as arms or mum’t_ions of war, and guidance on
reviews of agresments involving such data (see 22 CFR
124)
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52.222-33
52.222-34
52.222-35

52.222-36

52.222-37
52.222-38
52.222-39
5§2.222-40

| 52.222-41

52.222-42
52.222-43
52,222-44
52.222-45

52.222-46

52.223-1
52.2232
52,223-3

52.223-4
52.224-1
52.224-2
52,225-1
52.225-2

52.225-3
52,225-4
52.225-5
52.225-6

52.225-7

52.225-8

52.225-9

52.225-10
52.225-11
52.226
52.227-1
52.227-2

52.227-3
52.227-4

52.227-5
52.227-6
52,2277

52.227-8
52.227-9
52.227-10

Reserved.

PReserved.

Affirmative Action for Special Disabled
and Vietnam Era Veterans.

Affirmative Action for Handicapped
Workers.

Reserved.

Reserved.

Reserved.

Reserved.

Reserved,

Reserved.

Reserved.

Reserved. _

Notice of Compensation for Professional
Employees.

Evaluation of Compensation for Profes-
sional Employees.

Clean Air and Water Certification.

Clean Air and Water,

Hazardous Material ldentification and
Material Safety Data. _

Recovered Material Certification.

Privacy Act Noiification.

Privacy Act.

Buy American Certificate.

Waiver of Buy American Act for Civil
Aircraft and Related Articles.

Buy American Act--Supplies.

Reserved. '

Buy American Act—Construction Mate-
rials.

Balance of Payments Program Certifi-
cate. :

Balance of Payments Program.

Buy American Act—Trade Agreements
Act—Balance of Payments Program
Certificate.

Buy American Act—Trade Agreements
Act—Balance of Payments Program.

Duty-Free Entry.

Certain Communist Areas.

Reserved.

Authorization and Consent.

Notice and Assistance Regarding Patent
and Copyright Infringement.

Patent Indemnity.

Patent [Indemnity—-Construction Con-
tracts. )

Waiver of Indemnity.

Royalty Information.

Patents—Notice of Government Li-
censee,

Repoerting of Royalties (Foreign).

Refund of Royalties.

Filing of Patent Applications—Classified
Subject Matter.

52.227-11
52,227-12
52.227-13
52.228-1
52.228-2
52.228-3
52.228-4
52.228-5
52.228-6

52.228-7
52.228-8

§2.228-9
52.228-10

52.229-1
52.229-2

52.229-3
52.229-4

52.229-5

52.229-6
52.229-7

52.229-8
52.229-9
52.230-1
52.230-2

52.230-3
52.2304

52.230-5
52.230-6
52.231

52.232-1
52.232-2
52.2323

52.232-4

Patent Rights—Retention by the Contrac-
tor {Short Form).

Patent Rights—Retention by the Contrac-
tor {Long Form).

Patent Rights—Acquisition by the Gov-
ernment. '

Bid Guarantee.

Additional Bond Security.

Workers’ Compensation Insurance (De-
fense Base Act).

Workers' Compensation and War-
Hazard Insurance Overseas,

" Insurance—Work on a Government In-

stallation.

Insurance—Immunity From Tort Li-
ability, .

Insurance—Liability to Third Persons.

Liability and Insurance—Leased Motor
Vehicles. :

Cargo Insurance,

Vehicular and General Public Liability In--
surance.

State and Local Taxes.

North Carolina State and Local Sales and -
Use Tax.

Federal, State, and Local Taxes.

Federal, State, and Local Taxes (Nomn-
competitive Contract).

Taxes—Contracts Performed in U.S.
Possessions or Puerto Rico.

- Taxes—Foreign Fixed-Price Contracts.

Taxes—Fixed-Price Contracts with
Foreign Governments.

Taxes—Foreign Cost-Reimbursement-
Contracts.

Taxes—Cost-Reimbursement Contracts
with Foreign Governments. '

Cost Accounting Standards Notices and
Certification (National Defense).

Cost Accounting Standards Notices and
Certification (Nondefense.)

Cost Accounting Standards.

Administration of Cost Accounting Stand-
ards.

Disclosure and Consistency of Cost Ac-
counting Practices.,

Consistency in Cost Accounting Prac.
tices,

Reserved.

Payments.

Payments - under Fixed-Price Research
and Development Contracis.

Payments under Personal Services Con-
tracts. -

Payments under Transportation Con-
tracts and Transportation-Related
Services Contracts.
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52.227-1 Aauthorization and Consent,
As prescribed at 27.201-2(a), insert the following
clause:

AUTHORIZATION AND CONSENT (APR 1984)

(8) The Government authorizes and consents to all
use and manufacture, in performing this contract or
any subcontract at any tier, of any invention described
in and covered by a United States patent (1) embodied
in the structure or composition of any article the deliv-
ery of which is accepted by the Government under this
contract or (2) used in machinery, tools, or methods
whose use necessarily resuits from compliance by the
Contractor or a subcontractor with (i) specifications or
written provisions forming a part of this contract or (i)
specific written instructions given by the Contracting
Officer directing the manner of performance. The
entire lability to the Government for infringement of a
patent of the United States shall be determined solely
by the provisions of the indemnity clause, if any, in-
cluded in this contract or any subcontract hereunder
(including any lower-tier subcontract), and the Govern-
ment assumes liability for all other infringement to the
extent of the authorization and consent hereinabove
granted.

(t) The Contractor agrees to include, and require
inclusion of, this clause, suitably modified to identify
the parties, in all subcontracts at any tier for supplies or
services (including construction, architect-engineer
services, and materials, supplies, models, samples, and
design or testing services expected to exceed. $25,000;
however, omission of this clause from any subcontract,
under or over $25,000, does not affect this authoriza-
tion and consent.

(End of clause)
(R 7-103.22 1961 JAN)

Alternate I (APR 1984). The following is subsututed
for paragraph (a} of the clause:

(a) The Government authorizes and consents to all
use and manufacture of any invention described in and
covered by a United States patent in the performance
of this contract or any subcontract at any tier.

(R 7-302.21 1964 MAR)

Alternare IT (APR. 1984). The following is substituted
for paragraph (a) of the claunse:

(a) The Government authorizes and consents to all
use and manufacture in the performance of any order
at any tier or subcontract at any tier placed under this
contract for communication services and facilities for
which rates, charges, and tariffs are nor established by a
government regulatory body, of any invention de-
scribed in and covered by a United States patent (1)
embodied in the structure or composition of any article
the delivery of which is accepted by the Government
under this contract or {2) used in machinery, tools, or
methods whose use necessarily results from compliance
by the contractor or a subcontractor with specifications

or written provisions forming a part of this contract or

with specific written instructions given by the Con-

tracting Officer directing the manner of performance.
(R 7-1702.5(a) 1971 APR)

§2.227-2 Notice and Assistance Regarding Patent and

Copyright Infringement.
As prescribed at 27.202-2, insert the following clause:

NOTICE AND ASSISTANCE REGARDING
PATENT AND COPYRIGHT INFRINGEMENT
(APR 1984)

(a) The Contractor shall report to the Contracting
Officer, promptly and in reasonable written detail, each
notice or claim of patent or copyright infringement
based on the performance of this contract of which the
Contractor has knowledge.

(b} In the event of any claim or suit against the
Government on account of any alleged patent or copy-
right infringement arising out of the performance of
this contract or out of the use of any sepplies furnished
or work or services performed under this contract, the

Contractor shall furnish to the Government, when re-

quested by the Contracting Officer, all evidence and
information in possession of the Contractor pertaining
to such suit or claim. Such evidence and information
shall be furnished at the expense of the Government
except where the Contractor has agreed to indemnify
the Government.

(c) The Contractor agrees to include, and require
inclusion of, this clause in all subcontracts at any tier
for supplies or services (including construction and ar-
chitect-engineer subcontracts and those for material,
supplies, models, samples, or design or testing services)
expected to exceed the dollar amount set forth in
13.000 of the Federal Acqguisition Regulation (FAR).

(End of clause)
(R 7-103.23 1965 JAN)

52.227-3 Patent Indemnity. .
Insert the following clause as prescribed at 27.203-
ith), 27. 203-2(a), or 27.203-4(a)(2)as applicable:

PATENT INDEMNITY (APR 1984)

(2) The Contractor shall indemnify the Goverament
and its officers, agents, and employees against liability,
including costs, for infringement of any United States
patent (except a patent issued upon an application that
is now or may hereafter be withheld from issue pursu-
ant to a Secrecy Order under 35 U.S.C. 181) arising
out of the manufacture or delivery of supplies, the
performance of services, or the construction, alteration,
modification, or repair of real property (hereinafter re-
ferred to as “construction work”) under this contrac.,
or out of the use or disposal by or for the account of
the Government of such supplies or construction work.

(b) This indemnity shall not apply uniess the Con-
tractor shall have been informed as soon as practicable
by the Government of the suit or action alleging such

52-94.1
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infringement and shall have been given such opportuni-
ty as is afforded by applicable laws, rules, or regula-
tions to participate in its defense. Further, this indemni-
ty shall not apply to (1) an infringement resulting from
compliance with specific written instructions of the
Contracting Officer directing a change in the supplies
to be delivered or in the materials or equipment to be
used, or directing a manner of performance of the
contract not normally used by the Contractor, (2) an
infringement resulting from addition to or change in
supplies or components furnished or construction work
performed that was made subsequent to delivery or
performance, or (3) a claimed infringement that is un-
reasonably settled without the consent of the Contrac-
tor, unless required by final decree of a court of com-
petent jurisdiction.

{End of clause)
(R 7-104.5 1975 JUN)
Alternate I (APR 1984). The following paragraph (c)
is added to the clause:

(c) This patent indemnification shall not apply to the-
-following items:

.............................................................................................

[Cantracrmg Officer list and/or identify the items to be
excluded from this indemnity)

. (R 7-104.5(a) 1964 SEP)
Alternate I (APR 1884). The following paragraph
(c) is added to the clause:
(a) This patent indemnification shall cover the fol-
lowing items: :
[Lzst and/or identify the items to be included under this
indemnity]

(R 7-104.5(2) 1964 SEP)

Alternate IIT (APR 1984). The following paragraph is
added to the clause:

( ) As 10 subcontracts at any tier for communica-
tion service, this clause shall apply only to individual
communication service authorizations over $5,000
issued under this contract and covering those commu-
nications services and facilities (1) that are or have
been sold or offered for sale by the Contractor to the
public, (2) that can be provided over commercially
available equipment, or (3) ‘that involve relatively
minor modifications.

(R 7-1701.10 1971 APR)

52.227-4 Patent Indemnity—Construction Contracts.
As prescribed at 27.203-5, insert the following clause:

PATENT INDEMNITY—CONSTRUCTION
CONTRACTS (APR 1984)

Except as otherwise provided, the Contractor agrees
to indemnify the Governmeént and its officers, agents,
and employees against liability, including costs and ex-
penses, for infringement upon any United States patent

52-94.2

(except a patent issned upon an application that is now
or may hereafter be withheld from issue pursuant to a
Secrecy Order under 35 U.S.C. 181) arising out of
performing - this contract or out of the use or disposal
by or for the account of the Government of supplies
furnished or work performed under this contract.

{End of clause)
(R 7-602.16 1964 JUN)
Alternate I (APR 1984) Designate the first paragraph

as paragraph (a) and add the fol]owmg to the basic

clause as paragraph (b):
{b) This patent indemnification shall not apply to the
following items:

.............................................................................................

[Cantracrmg Officer specificaily zdennjj; the item to be

-excluded)

(R 7-602.16{b) 1966 APR)

NOTE: Exclusion from indemnity of specified, iden-
tified patents, as distinguished from items, is the exclu-
sive prerogative of the agency head or de:«ugnee (see
27.203-6).

52.227-5 Waiver of Indemnity.
As prescribed at 27.203-6, insert the following clause:

WAIVER OF INDEMNITY (APR 1934)
Any-provision or clause of this contract to the con-
trary notwithstanding, the Government hereby author-
izes and consents to the use and manufacture, solely in
performing this contract, of any invention covered by

~ the United States patents identified below and waives

indemnification by the Contractor with respect to such
PALETIES: +oreeerersiesmerisermmrrerrsesessr s e sesreesssreressaresrrsensansresasnsnses
[Contracting Officer identify. the patents by number or by
other means if more appropriate).

(End of clause)
(AV 7-104.5(b) 1955 JAN)

52.227-6 Royalty Information,

As prescribéd at 27.204-2, insert the t'o]lowmg provi--
sion:

ROYALTY INFORMATION (APR 1984)

(a) Cost or charges for royalties. When the response to
this solicitation contains costs or charges for royalties
totaling more than $250, the following information
shall be included in the response relating to each sepa-
rate item of royalty or license fee:

(1) Name and address of licensor.

(2) Date of license agreement.

(3) Patent numbers, patent application senal num-
bers, or other basis on which the royalty is payable.

{(4) Brief description, including any part or model
numbers of each coatract item or. compoient on
which the royalty is payable.

(5) Percentage or dollar rate of royalty per unit.

* {(6) Unit price of contract item.

(7) Number of units.
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(8) Total dollar amount of royaities. .

(b) Copies of current licenses. In addition, if specifical-
ly requested by the Contracting Officer before execu-
tion of the contract, the offeror shall furnish a copy of
the current license agreement and an identification of
applicable claims of specific patents.

(End of provision)
(R 7-2003.42 1961 AUG)

Alternate I. (APR 1984) Substitute the following for
the introductory portion of paragraph (a} of the basic
claunse: . _

When the response to this solicitation covers charges
for special construction or special assembiy that con-
tain costs or charges for royalties totaling more than
$250, the following information shall be included. in the
response relating to each separate item of royalty or
license fee: '

R 7-1710.12)

52.227-7 Patents-—Notice of Government Licensee.
As prescribed at 27.204-3(c), insert the following
provision:

PATENTS—NOTICE OF GOVERNMENT
LICENSEE (APR 1984)
The Government is obligated to pay a royalty appli-
cable to the proposed acquisition because of a license
agreement between the Government and the patent

owner. The patent number is .......... - [Contracting Officer
fill in], and the royalty rate'is .......... [Contracting Offi-

cer fill in]. If the offeror is the owner of, or a licensee
under, the patent, indicate below:

( ) Owner
( ) Licensee
If an offeror does not indicate that it is the owner or
a licensee of the patent, its offer will be evaluated by
adding thereto an amount equal to the royalty.

(End of provision) .
(R 7-2003.15 1974 APR)
52.227-8 Reporting of Royalties (Foreign).
As prescribed at 27.204-4, insert the following clause:

REPORTING OF ROYALTIES (FOREIGN) (APR
1984)

(a) If this contract is in an amount that exceeds
50,000 United States dollars, the Contractor shall
report in writing to the Contracting Officer while per-
forming this contract the amount of royalties paid or to
be paid by the Contractor Cirectly to others in per-
forming this contract. The Contractor shall also (1)
furnish in writing any additional information relating to
such royalties as may be requested by the Contracting
Officer and (2) insert a provision similar to this clause
in any subcontract at any tier that involves an amount
in. excess of the equivalent of 50,000 United States
doliars.

(b) The term “royalties™ as used in this clause refers

"to any costs or charges in the nature of royalties, li-

cense fees, patent or license amortization costs, or the

like for the use of or for rights in patents or patent

applications. '
(End of clause)

(R 7-104.8 1966 OCT)

522279 Refund of Royalties.

As prescribed at 27.206-2, insert the following clause:
In solicitations and contracts with an incentive fee at-
rangement, change “price” to “target cost and target
profit” wherever it appears.

- REFUND OF ROYALTIES (APR 1984)

(a) The contract price includes certain amounts for
royalties payable by the Contractor or subcontractors
or both, which amounts have been reported to the
Contracting Officer. ‘

(b) The term “royalties” as used in this clause refers
to any costs or charges in the nature of royalties, li-

‘cense fees, patent or license amortization costs, or the

like, for the use of or for rights in patents and patent
applications in connpection with performing this con-
tract or any subcontract hereunder.

{c) The Contractor shall furnish to the Contracting
Officer, before final payment under this contract, a
statement of royalties paid or required to be paid in
connection with performing this contract and subcon-
tracts hereunder together with the reasons.

(d) The Contractor will be compensated for royaities
reported under paragraph (c) above, only to the extent
that such royaities were included in the contract price
and are determined by the Contracting Officer to be
properly chargeable to the Government and allocable
to the contract. To the .extent that any royalties that
are included in the contract price are not in fact paid
by the Contractor or are determined by the Contract-
ing Officer not to be properly chargeable to the Gov-
ernment and allocable to the contract, the contract
price shall be reduced. Repayment or credit to the
Government shall be made as the Contracting Cfficer
directs. -

(e) If, at any time within 3 years after final payment
under this contract, the Contractor for any reason is
relieved in whole or in part from the payment of the
royalties included in the final contract price as adjusted
pursuant to paragraph (d) above, the Contractor shall
promptly notify the Contracting Officer of that fact
and shall reimburse the Government in a correspondmg
amount.

(f) The substance of this clause, including this para-
graph (f), shall be inclided in any subcontract in which
the amount of royalties reported during negotiation of
the subcontract exceeds 3250.

(End of clause)
(V 7-104.8(b) 1968 FEB)
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52.227-10 Filing of Patent Applications—Classified
Subject Matter.
As prescribed at 27.207-2, insert the following clause:

FILING OF PATENT APPLICATIONS—
CLASSIFIED SUBJECT MATTER (APR 1984)
{a) Before filing or causing to be filed a patent appli-

cation in the United States disclosing any subject
matter of this contract classified *“Secret” or higher, the
Contractor shall, citing the 30-day provision below,
transmit the proposed application to the Contracting
Officer. The Government shall determine whether, for
reasons of national security, the application should be
placed under an order of secrecy, sealed in accordance
with the provision of 35 U.S.C. 181-188, or the issu-
ance of a patent otherwise delayed under pertinent

United States statutes or regulations. The Contractor .

shall observe any instructions of the Contracting Offi-
cer regarding the manner of delivery of the patent
application to the United States Patent Office, but the
Contractor shall not be denied the right to file the
application. If the Contracting Officer shall not have
given any such instructions within 30 days from the
date of mailing or other transmittal of the proposed
application, the Contractor may file the application.

(b) Before filing a patent application in the United

States disclosing any subject matter of this contract

classified “Confidential,” the Contractor shall furnish
to the Contracting Officer a copy of the application for
Government determination whether, for reasons of na-
tional security, the application should be placed under
an order of secrecy or the issuance of a patent should
be otherwise delayed under pertinent United States
statutes or regulations. :

(c) Where the subject matter of this contract is clas-
sified for reasons of security, the Contractor shall not
file, or cause to be filed, in any country other than in
the United States as provided in paragraphs (a) and (b)
of this clause, an application or registration for a patent
containing any of the subject matter of this contract
without first obtaining written approval of the Con-
tracting Officer.

(d) When filing any patent application coming within

the scope of this clause, the Contractor shall observe
all applicable security regulations covering the trans.
mission of classified subject matter and shall promptly
furnish to the Contracting Officer the serial number,
filing date, and name of the country of any such appli-
cation. When transmitting the application to the United
States Patent Office, the Contractor shall by separate
letter identify by agency and number the contract or
contracts that require security classification markings to
be placed on the application. '

{(e) The Contractor agrees to include, and require the
inclusion of, this clause in all subcontracts at any tier
that cover or are likely to cover classified subject
matter. .

{End of clause) -

52-94.4

(R 7-104.6 1969 DEC)

52.227-11 Patent Rights—Retention by the Contractor
(Short Form).
As prescribed at 27.303(a), insert the following
clause:

PATENT RIGHTS—RETENTION BY THE
CONTRACTOR (SHORT FORM) (APR 1984)

{a) Definitions.

“Invention” means any invention or discovery which
is or may be patentable or otherwise protectable under
Title 35 of the United States Code.

“Subject invention” means any invention of the Con-
tractor conceived or first actually reduced to practice
in the performance of work under this contract.

“Practical application™ means to manufacture in the
case of a composition or product, to practice in the
case of a process or method, or to operate in the case
of a machine or system; and, in each case, under such
conditions as to establish that the invention is being
utilized and that its benefits are, to the extent permitted
by law or Government regulations, available 10 the
public on reasonable terms.

“Made,” when used in relation to any invention,
means the conception or first actual reduction to prac-
tice of such invention.’

“Small business firm” means a small domestic busi-
ness concern as defined at Section 2 of Public Law 83-
536 (15 U.S.C. 632) and implementing regulations of
the Administrator of the Small Business Administra-
tion. For the purpose of this clause, the size standards

_for small business concerns involved in Government

procurement and subcontracting at 13 CFR 121.3-8 and
13 CFR 121.3-12, respectively, will be used.

“Nonprofit organization™ means a domestic universi-
ty or other institution of higher education or an organi-
zation of the type described in section 501{(c}(3) of the
Internal Revenue Code of 1954 (26 U.S.C. 501(c)) and
exempt from taxation under section 501¢a) of the Inter-
nal Revenue Code (26 U.S.C. 501(a)) or any domestic
nonprofit scientific or educational organization quali-
fied under a state nonprofit organization statute.

(b) Allocation of principal rights. The Contractor may
retain the entire right, title, and interest throughout the
world to each subject invention subject to the provi-
sions of this clause and 35 U.8.C. 203. With respect to
any subject invention in which the Contractor retains
title, the Federal Government shall have a nonexclu-
sive, nontransferable, irrevocable, paid-up license to
practice or have practiced for ‘'or on behalf of the
United States the subject invention throughout the
world.

(c) Invention disclosure, election of title, and filing of

_. patent applications by Contractor.

(1) The Contractor shall disclose each subject in-
vention to the Contracting Officer within 2 months
after the inventor discloses it in writing to Contrac-
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tor personne! responsibie for patent matters. The dis-
closure to the Contracting Officer shall be in the
form of a written report and shall identify the con-
tract under which the invention was made and the
inventor(s). It shall be sufficiently complete in tech-
nical detail to convey a clear understanding, to the
extent known at the time of the disclosure, of the
nature, purpose, operation, and physical, chemical,
biological, or electrical characteristics of the inven-
tion. The disclosure shall also identify -any publica-
tion, on sale, or public use of the invention and
whether a manuscript describing the inivention has
been submitted for publication and, if so, whether it
has been accepted for publication at the time of dis-
closure. In addition, after disclosure to the Contract:
ing Officer, the Contractor shall promptly notify the
Contracting Officer of the acceptance of any manu-
script describing the invention for publication or of
any on sale or public use planned by the Contractor.

(2) The Contractor shall elect in writing whether or
not io retain title to any such invention by notifying the
Federal agency within 12 months of disclosure; pro-
|w‘ded, that in any case where pubiication, on sale, or
public use has initiated the l-year statutory period
wherein valid patent protection can still be obtained in
the United States, the period of election of title may be
shortened by the agency to a daie that is no more than
60 days prior to the end of the statutory period.

(3) The Contractor shall file its initial patent appli-
cation on an elected invention within 2 years after
election or, if earlier, prior to the end of any statuto-
ry period wherein valid patent protection can be
obtained in the United States after a publication, on
sale, or public use. The Contractor will file patent
applications in -additional countries within either 10
months of the corresponding initial patent application
or 6 months from the date permission is granted by
the Commissioner of Patents and Trademarks to file
foreign patent applications where such filing has
been prohibited by a Secrecy Order.

(4) Requests for extension of the time for disclo-
sure to the Contracting Officer, election, and filing
may, at the discretion of the funding Federal agency,
be granted.

(d) Conditions when the Government may obtain title.
The Contractor shall convey to the Federal agency,
upon written request, title to any subject invention—

(1) If the Contractor fails to disclose or elect the
subject invention within the times specified in para-
graph (c) above, or elects not to retain title (the
agency may only request title within 60 days after
learning of the Contractor’s failure to report o1 elect
within the specified times); '

(2} In those countries in which the Contractor fails
to file patent applications within the times specified
in paragraph (c) above; provided, however, that if the
Contractor has filed a patent application in a country

after the times specified in paragraph (c) above, but

prior to its receipt of the written request of the

Federal agency, the Contractor shall continue to

retain title in that country; or

(3) In any country in which the Contractor de-
cides not to continue the prosecution of any applica-
tton for, to pay the maintenance fees on, or defend in
reexamination or opposition proceeding on, a patent
on a subject invention.

(e) Minimum rights to contractor. (1) The Contractor
shall retain a nonexclusive, royalty-free license
throughout the world in each subject invention to
which the Government obtains title except if the Con-
tractor fails to disclose the subject invention within the
times specified in paragraph (¢} above. The Contrac-
tor’s license extends to its domestic subsidiaries and
affiliates, if any, within the corporate structure of
which the Contractor is a part and includes the right to

- grant sublicenses of the same scope to the extent the

Contractor was legally obligated to do so at the time
the contract was awarded. The license is transferable
only with the approval of the funding Federal agency
except when transferred to the successor of that part of
the Contractor’s business to which the invention per-
tains. )

(2) The Contractor’s domestic license may be re-
voked or modified by the funding Federal agency to
the extent necessary to achieve expeditious practical
application of the subject invention pursuant to an
application for an exclusive license submitted in ac-
cordance with applicable provisions in the Federal
Property Management Regulations and agency li-
censing regulations (if any). This license shall not be
revoked in that field of use or the geographical areas
in which the Contractor has achieved practical appli-
cation and continues to make the benefits of the
invention reasonably accessible to the public. The
license in any foreign country may be revoked or
modified at the discretion of the funding Federal
agency to the extent the Contractor, its licensees, or
its domestic subsidiaries or affiliates have failed to
achieve practical application in that foreign country.

(3) Before revocation or modification of the li-
cense, the funding Federal agency shall furnish the
Contractor a written notice of its intention to revoke
or modify the license, and the Contractor shall be
allowed 30 days (or such other time as may be au-
thorized by the funding Federal agency for good

~ cause shown by the Contractor) after the notice to
show cause why the license should not be revoked
or modified. The Contractor has-the right to appeal,
in accordance with applicable agency licensing regu-
lations (if any) and the Federai Property Manage-
ment Regulations concerning the licensing of Gov-
ernment-owned inventions, any decision concerning
the revocation or modification of its license.
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() Contractor action to protect the Government's inter-
est. (1) The Contractor agrees to execute or to have
executed and promptly deliver to the Federal agency
all instruments necessary to (i) establish or confirm the
rights the Government has throughout the world in
those subject inventions to which the Contractor elects
to retain title, and (ii) convey title to the Federal
agency when requested under paragraph (d) above, and
to enabie the Government to obtain patent protection
throughout the world in that subject invention.

(2) The Contractor agrees to require, by written
agreement, its employees, other than clerical and
nontechnical employees, to disclose promptly in
writing .to personnel identified as responsible for the
administration of patent matters and in a format sug-

gested by the Contractor each subject invention.

made under contract in order that the Contractor

can comply with the disclosure provisions of para-

graph (¢} above, and to execute all papers necessary
to file patent applications on subject inventions and
to establish the Governent’s rights in the subject

inventions. This disclosure format should require, as

a minimum, the information  required by subpara-

graph (c)}(1) above. The Contractor shall instruct

such employees through employee "agreements or

other suitable educational programs on the impor-

tance of reporting inventions in sufficient time to

permit the filing of patent applications prior to U.S.

or foreign statutory bars. '

(3) The Contractor shall notify the Federal agency
of any decision not to continue the prosecution of a
patent application, pay mainienance fees, or defend
in a reexamination or opposition proceeding on a
patent, in any country, not less than 30 days before
the expiration of the response penod required by the
relevant patent office.

(4) The Contractor agrees to include, within the
specification of any United States patent application
and any patent issuing thereon covering a subject
invention, the following statement: “This invention
was made with Government support under (identify
the contract) awarded by (identify the Federal

" agency). The Govemment has certain rights in this
invention.’

(g) Subcontracts. (1) The Contractor shall include this
clause (52.227-11 of the Federal Acquisition Regulation
{FAR)). suitably modified to identify the parties, in all
subcontracts, regardless of tier, for experimental, devel-
opmental, or research work to be performed by a small
business firm or nonprofit organization. The subcon-
tractor shall retain all rights provided for the Contrac-
tor in this clause and the Contractor shall not, as part
of the conside:ation for awarding the subcontract,
obtain rights in the subcontractor’s subject inventions.

(2) In the case of subcontracts, at any tier, when
the prime award with the Federal agency was a
contract (but not a grant or cooperative agreement),
the agency, subcontractor, and the Contractor agree

52-94.6

that the mutual obligations of the parties created by

this clause constitute a contract between the subcon-

tractor and the Federal agency with respect to those
matters covered by this clause.

(h) Reporting utilization of subject inventions. The
Contractor agrees to submit on request periodic reports
no more frequently than annually on the utilization of a
subject invention or on efforts at obtaining such utiliza-
tion that are being made by the Contractor or its licen-
sees or assignees. Such reports shall include informa-
tion regarding the status of development, date of first
commercial sale or use, gross royalties received by the
Contractor, and such other data and information as the
agency may reasonably specify. The Contractor also
agrees to provide additional reports as may be request-
ed by the agency in connection with any march-in
proceedings undertaken by the agency in accordance
with paragraph (j) of this clause. To the exten: data or
information supplied under this paragraph is considered
by the Contractor, its licensee, or assignee to be privi-
leged and confidential and is so marked, the agency
agrees that, to the extent permitted by law, it shall not
disclose such information to persons outside the Gov-
ernment. ' o _

(i) Preference for United States industry. Notwith-
standing any other provision of this clause, the Con-
tractor agrees that neither it nor any assignee will grant
to any person the exclusive right to use or sell any
subject invention in the United States unless such
person agrees that any products embodying the subject
invention will be manufactured substantially in the
United States. However, in individual cases, the re-
guirement for such an agreement may be waived by the
Federal agency upon a showing by the Contractor or
its assignee that reasonable but unsuccessful efforis
have been made to grant licenses on similar terms to
potential licensees that would be likely to manufacture
substantially in the United States or that under the
circumstances domestic manufacture is not commercial-
1y feasible.

() March-in rights. (1) The Contractor agrees that
with respect to any subject invention in which it has
acquired title, the Federal agency has the right in ac-
cordance with the procedures in FAR 27.304-1(g) to
require the Contractor, an assignee, or exclusive licens-
ee of a subject invention to grant a nonexclusive, par-
tially exclusive, or exclusive license in any field of use
to a responsible applicant or applicants, upon terms
that are reasonable under the circumstances, and if the
Contractor, assignee, or exclusive licensee refuses such
a request, the Federal agency has the right to grant

.such a license itself if the Federal agency deterrmnes

that—

(i) Such action is necessary because the Comrac-
tor or assignee has tiot taken. or is not expecred to
take within a reasonable time, effective steps to
achieve practical application of the subject inven-
tion in such field of use;
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(ii) Such action is necessary to alleviate health
or safety needs which are not reasonaby satisfied
by the Contractor, assignee, or their licensees;

(ili) Such action is necessary to meet require-
ments for public usé specified by Federal regula-
tions and such requirements are not reasonably
satisfied by the Contractor, assignee, or licensees;
ar

(iv) Such action is necessary because the agree-

ment required by paragraph (i) of this clause has

not been obtained or waived or because a licensee

of the exclusive right to use or sell any subject
invention in the United States is in breach of such
agreement.

(k) Special provisons for contracts with nonprafit organi-
zations. If the Contractor is a nonprofit organization, it
agrees that— o '

(I) Rights to a subject invention in the United
States may not be assigned without the approval of
the Federal agency, except where such assignment is
made to an organization which has as one of its
primary functions the management of inventions and
which is not, itself, éngaged in or does not hold a
substantial interest in other organizations engaged in
the manufacture or sale of products or the use of
processes that might utilize the invention or be in
competition with embodiments of the invention (pro-

vided, that such assignee will be subject to the same

provisions as thie Contractor);
(2) The Contractor may not grant exclusive li-
censes under United States patents or patent applica-

tions in subject inventions to persons other than

small business firms for a period in excess of the
_ earlier of—
(i) Five years from first commercial sale or use
of the invention; or
(ii) Eight years from the date of the exclusive
license excepting that time before regulatory agen-
cies necessary to obtain premarket clearance,
urtless on a case-by-case basis, the Federal agency
approves a longer exclusive license. If exclusive
field-of-use licenses are granted, commercial sale
or use in one field of use will not be deemed
commercial sale or use as to other fields of use,
and a first commercial sale or use with respect to a
product of the invention will not be deemed to
end the exclusive period to different subsequent
products covered by the invention,;
(3) The Contractor shall share royalties collected
on a subject invention with the inventor; and .
{4) The balance of any rovalties or income earned
. by the Contractor with respect to subject inventions,

. after payment of expenses (including payments to.

inventors) incidental to the administration of subject
inventions, will be utilized for the support of scientif-
ic research or education.

() Communicarions. Reserved.

{End of clause)
(R 7-302.23(h) 1981 JUL)
Alternate I (APR 1984). Add the following sentence
at the end of paragraph (b) of the basic clause:
The license shall include the right of the Govern-
ment to sublicense foreign governments and interna-

‘tional organizations pursuant to the following treaties

or international agreements: ............. e * or pursuant

‘to any future treaties or agreements with foreign gov-

ernments or international organizations.

{*Contracting Officer complete with the names of
applicable existing treaties or international agreements.
The above language is not intended to apply to treaties
or agreements that are in effect on the date of the
award but are not listed.]

' (R 7-302.23(b) 1981 JUL)

52.227-12 Patent Rights—Retention by the Contractor
(Long Form).
As prescribed at 27.303(b), insert the following
clause: .

PATENT RIGHTS—RETENTION BY THE
CONTRACTOR (LONG FORM) (APR 1584)
(a) Definitions. '
“Invention” means any invention or discovery whick
is or may be patentable or otherwise protectable under

Title 35 of the United States Code.

“Subject invention” means any invention of the Con-
tractor conceived or first actaully reduced to practice
in the performance of work under this contract.

“Practical application” means to manufacture in the
case of a composition or product, to practice in the
case of a process or method, or to operate in the case
of a machine or system; and, in each case, under such
conditions as to establish that the invention is being
utilized and that its benefits are, to the extent permirted
by law or Government regulations, available to the
public on reasonable terms.

. “Made” when used in relation to any invention
means the conception or first actual reduction to prac-
tice of such invention.

“Small business firm” means a domestic small busi-
ness concern as defined at Section 2 of Public Law 85-
536 (15 U.S.C. 632) and implementing regulations of
the Administrator of the Small Business Administra-
tion. For the purpose of this clause, the size standards
for small business concerns involved in Governmen:
procurement and subcontracting at 13 CFR 121.3-8 and
13 CFR 121.3-12, respectively, will be used. '

“Nonprofit organization” means a domestic universi-

"ty or other institution of higher education or an organi-

zation of the type described in section 501(c)(3) of the
Internal Revenue Code of 1954 (26 U.S.C. 501{c)) and
exempt from taxation under section 501(a) of the Inter.
nal Revenue Code (26 U.S.C. 501(a)) or any domestic
nonprofit scientific or educational organization quali-
fied under a state nonprofit organization statute.
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(b) Allocation of principal rights. The Contractor may
elect to retain the entire right, title, and interest
throughout the world to each subject invention subject
to the provisions of this clause and 35 U.S5.C. 203. With
respect to any subject invention in which the Contrac-

tor elects to retain title, the Federal Government shall -

have a nonexclusive, nontransferabie, irrevocable, paid-
up leense to practice or have practiced for or on
behalf of the United States the subject invention
throughout the world.

(c) Invention disclosure, election of title, and filing of
patent applications by Contractor. (1) The Contractor
shall disclose each subject invention to the Contracting
Officer within 2 months after the inventor discloses it
in writing to Contractor personnel responsible for
patent matters or within 6 months after the Contractor
becomes aware that a subject invention has been made,
whichever is earlier. The disclosure to the Contracting
Officer shall be in the form of a written report and
shall identify the contract under which the invention
was made and the inventor(s). It shall be sufficiently
complete in technical detail to convey a clear under-
standing, to the extent known at the time of the disclo-
sure, of the nature, purpose, operation, and physical,
chemical, biological, or electrical characteristics of the
invention. The disclosure shall also identify any publi-
cation, on sale, or public use of the invention and
whether a manuscript describing the invention has been
submitted for publication and, if so, whether it has been
accepted for publication at the time of disclosure. In
addition, after disclosure to the Contracting Officer,
the Contractor shall promptly notify the Contracting
Officer of the acceptance of any manuscript describing
the invention for publication or of any on sale or public
use planned by the Contractor.

(2) The Contractor shall elect in writing whether
or not to retain title to any such invention by notify-
ing the Federal agency at the time of disclosure or
within 8 months of disclosure, as to those countries
(including the United States) in which the Contrac-
tor will retain title; provided, that in any case where
publication, on sale, or public use has initiated the 1-
year statutory period wherein valid patent protection
can still be obtained in the United States, the period
of election of title may be shortened by the agency
to a date that is no more than 60 days prior to the
end of the statutory period.

{3) The Contractor shall file its initial patent appli-
cation on an elected invention within 1 year after

election or, if earlier, prior to the end of any statuto- - .

ry period wherein valid patent protection can be
obtained in the United States after a publicition, on
sale, or public use. The Contractor shall file patent
applications in additional countries (including the Eu-
ropean Patent Office and under the Patent Coopeara-

tion Treaty) within either 10 months of the corre-

sponding. initial patent application or 6 months from
52.94.8 '

the date permission is granted by the Commissioner

of Patents and Trademarks to file foreign patent ap-

plications where such filing has been prohibited by a

Secrecy Order.

(4) Requests for extension of the time for dlSCIO-
sure to the Contracting Officer, election, and filing
may, at the discretion of the funding Federal agency,
be granted, and will normally be granted unless the
Contracting Officer has reason to believe that a par-
ticular extension would prejudice the Government's
interest. _

(d) Conditions when the Government may obtain title.
The Contractor shall convey to the Federal agency,
upon written request, title to any subject invention—

(1) If the Contractor elects not to retain title to a

' subject invention;

{2) If the Contractor fails to disclose or elect the

. subject invention within the times specified in para-

graph (c) above (the agency may only request title

within 60 days after learning of the Contractor’s fail-
ure to report or elect within the specified times);

(3) 1n those countries in which the Contractor fails
to file patent applications within the times specified
in paragraph (c) above; provided, however, that if the
Contractor has filed a patent application in a country
after the times specified in paragraph (c) above, but
prior to its receipt of the written request of the
Federal agency, the Contractor shall continue to
retain title in that country; or .

(4) In any country in which the Contractor de-
cides not to continue the prosecution of any applica-
tion for, to pay the maintenance fees on, or defend in
reexamination or opposition proceeding on, a patent
on a subject invention. .

(e) Minimum rights to Contractor. (1) The Contractor
shall retain a nonexclusive, royaity-free license
throughout the world in each subject invention to
which the Government obtains title except if the Con-
tractor fails to disclose the subject invention within the
times specified in paragraph (c) above. The Contrac-
tor’s license extends to its domestic subsidiaries and
affiliates, if any, within the corporate structure of
which the Contractor is a part and includes the dght to
grant sublicenses of the same scope to the extent the
Contractor was legally obligated to do so at the time

“the contract was awarded. The license is transferable

only with the approval of the funding Federal agency
except when transferred to the successor of that part of
the Contractor’s business to which the invention per-
tains.

(2) The Contractor’s domestic license may be re-
voked or modified by the funding Federal agency to
the extent necessary to achieve expeditious practical
application of the subject invention pursuant to an
application for an éxclusiVe license submitted in ac-
cordance with applicable provisions in the Federal
Property Management Regulations and agency li-
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censing regulations (if any). This license shall not be
revoked in that field of use or the geographical areas
in which the Contractor has achieved practical appli-
cation and continues to make the benefits of the
invention reasonably accessible to the public. The
license in any foreign country may be revoked or
modified at the discretion of the funding Federal
agency to the extent the Contractor, its licensees, or
its domestic subsidiaries or affiliates have failed to
achieve practical applciation in that foreign country.

(3) Before revocation or modification of the li-
cense, the funding Federal agency shall furnish the
Contractor a written notice of its intention to revoke
or modify the license, and the Contractor shail be
allowed 30 days (or such other time as may be au-
thorized by the funding Federal agency for good
cause shown by the Contractor) after the notice to
‘show cause why the license should not be revoked

" or modified. The Contractor has the right to appeal,
in accordance with applicable agency licensing regu-
lations and the Federal Property Management Regu-
lations concerning the licensing of Government-
owned inventions, any decision concerning the revo-
cation or modification of its license.

{f) Contractor action to protect the Government's inter-
est. (1) The Contractor agrees to execute or to have
executed and promptly deliver to the Federal agency
all instruments necessary to (i) establish or confirm the
rights the Government has throughout the world in
those subject inventions to which the Contractor elects
to retain title, and (i) convey title to the Federal
agency when requested under paragraph (d) above and
subparagraph (n}(2) below, and to enable the Govern-
ment to obtain patent protection throughout the world
in that subject invention.

{2) The Contractor agrees to require, by written
agreement, its employees, other than clerical and
nontechnical employees, to disclose promptly in
writing to personnel identified as responsible for the
administration of patent matters and in a format sug-
gested by the Contractor each subject invention
made under contract in order that the Contractor
can comply with the disclosure provisions of para-

graph (c) above, and to execute all papers necessary

to file patent applications on subject inventions and
to establish the Government's rights in the subject
inventions. This disclosure format shouid require, as
a minimum, the information required by subpara-
graph (c)(1) above. The Contractor shall instruct
such employees through employee agreements or
other suitable educational programs on the impor-
tance of reporting inventions in sufficient time to
permit the filing of patent applications prior to U.S.
or foreign statutory bars.

{3) The Contractor shall notify the Federal agency
of any decision not to continue the prosecution of a
patent application. pay maintenance fees. or defend

in a reexamination or opposition proceeding on a
patent, in any country, not less than 30 days before
the expiration of the response period required by the
relevant patent office.

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

(5) The Contractor shall establish and maintain
active and effective procedures to assure that subject
inventions are promptly identified and disclosed to
Contractor personnel responsible for patent matters
within 6 months of conception and/or first actual
reduction to practice, whichever occurs first in per-
formance of work under this contract. These proce-
dures shall include the maintenance of laboratory
notebooks or equivalent records and other records as
are reasonably necessary to document the conception
and/or the first actual reduction to practice of sub-
ject inventions, and records that show that the pro-
cedures for identifying and disclosing the inventions
are followed. Upon request, the Contractor shall fur-
nish the Contracting Officer a description of such
procedures for evaluation and for determination as to
their effectiveness.

{6) The Contractor agrees, when licensing a sub-
ject invention, to arrange to avoid royalty charges
on acquisitions involving Government funds, includ-
ing funds derived through Military Assistance Pro-
gram of the Government or otherwise derived
through the Government, to refund any amounts re-
ceived as royalty charges on the subject invention in
acquisitions for, or on behalf of, the Government,
and to provide for such refund in any instroment
transferring rights in the invention to any party.

(7) The Contractor shall furmsh the Contracting
Officer the following:

(i) Interim reports every 12 months (or such
longer period as may be specified by the Contract-
ing Officer) from the date of the contract, listing
subject inventions during that period and certify-
ing that all subject inventions have been disclosed
or that there are no such inventions.

(ii) A final report, within 3 months after comple-
tion of the contracted work, listing all subject in-
ventions or certifying that there were no such in-
ventions, and listing all subcontracts at any tier
containing a patent rights clause or certifying that
there were no such subcontracts.

{8) The Contractor shall promptly notify the Con-
tracting Officer in writing upon the award of any
subcontract at any tier containing a patent rights
clause by identifying the subcontractor, the applica-
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ble patent rights clause, the work to be performed
under the subcomtract, and the dates of award and
estimated completion. Upon request of the Contract-
ing Officer, the Contractor shail furnish a copy of
such subcontract, and no more frequently than annu-
ally, a listing of the subcontracts that have been
awarded.

(9) In the event of a refusal by a prospective
subcontractor to accept one of the clauses in sub-
paragraph (g)(1) or (2) below, .the Contractor (i)
shall promptly submit a written notice to the Con-
tracting. Officer setting forth the subcontracter’s rea-
sons for such refusal and other pertinent information
that may expedite disposition of the matter and (ii)
shall not proceed with such subcontracting without
the written authorization of the Contracting Officer.
- (10) The Contractor shall provide, upon request,
the filing date, serial number and title, a copy of the
patent application (including an English-language

version if filed in a language other than English), and

patent number and issue date for any subject inven-
tion for which the Contractor has retainead title.

(11) Upon request, the Contractor shall furnish the
Government an irrevocable power to inspect and
make copies of the patent application file.

(g) Subcontracts. (1) The Contractor shall incude the

 clause at 52.227-11 of the Federal Acquisition Regula-

tion (FAR), suitably modified to identify the parties, in
all subcontracts, regardless of tier, for experimental,

_ developmental, or research work to be performed by a

small business firm or nonprofit organization. The sub-
contractor shall retain all rights provided for the Con-
tractor in this clause, and the Contractor shall not, as
part of the consideration for awarding the subcontract,
obtain rights in the subcontractor’s subject inventions,
(2) The Contractor shall include this clause (FAR
52.227-12) in all other subcontracts, regardless of tier,
for experimental, developmental, or research work.
(3) In the case of subcontracts, at any tier, when

the prime award with the Federal agency was a
contract (but not a grant or cooperative agreement),
the agency, subcontractor, and the Contractor agree
that the mutual obligations of the parties created by
this clause constitute a contract. between the subcon-
tractor and the Federal agency with respect to those
matters covered by this clause. '
(h) Reporting -utilization of subject inventions. The
Contractor agrees to submit on request periodic reports
no more frequently than annually on the utilization of a
subject invention or on efforts at obtaining such utiliza-
tion that are being made by ihe Contractor or its licen-
sees or assignees. Such reports shall include informa.
tion regapding the status of development, date of first
commercial sale or use, gross royalties received by the
Contractor, and such other data and information as the
agency may reasonably specify. The Contractor also

agrees to provide additional reports as may be request-
ed by the agency in connection with any march-in .

52-94.10

proceedings undertaken by the agency in accordance
with paragraph (j) of this clause. To the extent data or
information supplied under this paragraph is considered
by the Contractor, its licensee or assignee to be privi-
leged and confidential and is so marked. the agency
agrees that, to the extent permitted by law, it shall not
disclose such information to persons outside the Gov-
ernment. ' '

(i} Preference for United Siates- industry. Notwith-
standing any other provision of this clause, the Con-
tractor agrees that neither it nor. any assigneee will
grant to any person the exclusive right to use or sell
any subject invention in the United States unless such
person agrees that any products embodying the subject
invention  will be manufactured substantially in the
United States. However, in individual cases, the re-
quirement for such an agreement may be waived by the
Federal ‘agency upon a showing by the Contractor or
its assignee that reasonable but unsuccessful efforts
have been made to grant licenses on similar terms to
potential licensees that would be likely to manufacture
substantially 'in the United States or that under the
circumstances domestic manufacture is not commercial-
ly feasible. .

(i) March-in rights. The Contractor agrees that with
respect to any subject invention in which it has ac-
quired title, the Federal agency has the right in accord-
ance with the procedures in FAR 27.304-1(g) to re-
girire the Contractor, an assignee, or exclusive licensee
of a subject invention to grant a nonexclusive, partially
exclusive, or exclusive license in any field of use to a

" responsible applicant or applicants, upon terms that are

reasonable under the circumstances, and if the Contrac-
tor, assignee, or exclusive licensee refuses such a re-
quest, the Federal agency has the right to grant such a
license itself if the Federal agency determines that—
(1) Such action is necessary because the Contrac-
tor or assignee has not taken, or is not expected to
take within a reasonable time, effective steps to
achieve practical application of the subject invention
in such field of use; _
. (2) Such action is necessary to alleviate health or
safety needs which are not reasonably. satisfied by
the Contractor, assignee, or their licensees;

(3) Such action is necessary to meet requirements
“for public use specified by Federal regulations and
such requirements are not reasonably satisfied by the
Contractor, assignee, or licensees; or-

{4) Such action is necessary because the agreement
required by paragraph (i) of this clause has not been
obtained or waived or because a licensee of the ex-
clusive right to use or sell any subject invention in
the United States is in breach of such agreement.
(k) Special provisions for contracts with nonprof it orga-

mzanons Reserved.

(!) Communications. Reserved.
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{m) Other inventions. Nothing contained in this clause
shal! be deemed to grant to the Government any rights
with respect to any invention other than a subject
invention.

{n) Examination of records relating to inventions. (1)
The Contracting Officer or any authorized representa-
tive shall, until 3 years after final payment under this
contract, have the right to examine any books (includ-
ing laboratory notebooks), records, and documents of
the Contractor relating to the conception or first re-

duction to practice of inventions in the same field of

technology as the work under this contract to deter-
mine whether—

(1) Any such inventions are subject inventions;

(ii) The Contractor has established and maintains
the procedures required by subparagraphs (£)(2)
and (f)(3) of this clause; and

(iii) The Contractor and its inventors have com-
plied with the procedures.

(2) If the Contracting Officer determines that an
inventor has not disclosed a subject invention to the
Contractor in accordance with the procedures re-
quired by subparagraph (f)(5) of this clause, the Con-
tracting Officer may, within 60 days after the deter-
mination, request title in accordance with subpara-
graphs (d}2) and (d)(3) of this clause. However, if
the Contractor establishes that the failure to disciose
did not result from the Contractor’s fault or negli-
gence, the Contracting Officer shall not request title.

(3) If the Contracting Officer learns of an unre-
ported Contractor invention which the Contracting
Officer believes may be a subject invention, the Con-
tractor may be required to disclose the invention to
the agency for a determination of ownership rights.

(4) Any examination of records under this para-
graph shall be subject to appropriate conditions to
protect the confidentiality of the information in-
volved.

{0) Withholding of payment (this paragraph does not
apply ro subcontracts). (1) Any time before final pay-
ment under this contract, the Contracting Officer may,
in the Government’s interest, withhold payment until a
reserve not exceeding $50,000 or 5 percent of the

-amount of the contract, whichever is less, shall have
been set aside if, in the Contracting Officer’s opinion,
the Contractor fails to—

(1Y Establish, maintain, and follow effective pro-
cedures for identifying and disclosing subject in-
ventions pursuant 1o subparagraph (f)(5) above;

(ii} Disclose any subject invention pursuant to
subparagraph (c)(1) above;

(iii) Deliver acceptable interim reports pursuant
to subdivision (f)(7)(i) above; or

(iv) Provide the information regarding subcon-
tracts pursuant to subparagraph (f)(6) above.

(2) Such reserve or balance shall be withheld until
the Contracting Officer has determined that the Con-
tractor has rectified whatever deficiencies exist and

has delivered all reports, disciosures, and other infor-
mation required by this clause.
(3) Final payment under this contract shall not be
made before the Contractor delivers to the Contracs-
"ing Officer all disclosures of subject inventions re-
quired by subparagraph {c}(1) above, an acceptable
final report pursuant to subdivision (f)(7)(ii) above.
and all past due confirmatory instruments.
(4) The Contracting Officer may decrease or in-
crease the sums withheld up to the maximum author-
"ized above. No amount shall be withheld under this
paragraph while the amount specified by this para-
graph is being withheld under other provisions of the
contract. The withholding of any amount or the sub-
sequent payment thereof shall not be construed as a
waiver of any Government right.

(End of clause)
(R 7-302.23(b) 1981 JUL)

Alternate [ (APR 1984). Add the following sentence
at the end of paragraph (b) of the basic clause:

The license shall include the right of the Govern-
ment to sublicense foreign governments and interna-
tional organizations pursuant to the following treaties
or international agreements: ..........ccvnne.. * or pursuant
to any future treaties or agreements with foreign gov-
ernments or international organizations.

[*Contracting Officer complete with the names of

applicable existing treaties or international agreements.

The above language is not intended to apply to treaties
or agreements that are in effect on the date of the
award but are not listed.]

(R 7-302.23(h) 1981 JUL)

52.227-13 Patent Rights—Acquisition by the Govern-
ment,
As prescribed at 27.303(c), insert the following

clause:

PATENT RIGHTS—ACQUISITION BY THE
GOVERNMENT (APR 1984)

(a) Definitions.

“Invention,” as used in this clause, means any inven-
tion or discovery which is or may be patentable or
otherwise protectable under Title 35 of the United
States Code.

“Subject invention,” as used in this clause, means aoyv
invention of the Contractor conceived or first actually
reduced to practice in the performance -of work under
this contract.

“Practical application,” as used in this clause, means

" to manufacture, in the case of a composition or nrod-

uct; to practice, in the case of a process or method; or
to operate, in the case of a machine or system; and, in
each case, under such conditions as to establish that the
invention is being utilized and that its benefits are, 10
the extent permitted by law or Government regula-
tions, available to the public on reasonable terms.
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(b) Allocations of principal rights. (1) Assignment to the
Government. The Contractor agrees to assign to the
Government the entire right, title, and interest through-
out the world in and to each subject invention, except
to the extent that rights are retained by the Contractor
under subparagraph (b)(2) and paragraph (d) below.

(2) Greater rights determinations (i) The Contractor,
or an employee-inventor after consultation with the

Contractor, may retain greater rights than the nonex-

clusive license provided in paragraph (d) below, in

accordance with the procedures of paragraph 27.304-

1(aj of the Federal Acquisition Regulation (FAR). A

request for a determination of whether the Contrac-

tor or the employee-inventor is entitled to retain
such greater rights must be submitted to the Head of
the Contracting Agency or designee at the time of
the first disclosure of the invention pursuant to sub-
paragraph (e)2) below, or not later than 8 months
thercafter, unless a longer period is authorized in
writing by the Contracting Officer for good cause
shown in writing by the Contractor. Each determina-
tion of greater rights under this contract normally
shall be subject to paragraph (c) below, and to the
reservations and conditions deemed to be appropriate
by the Head of the Contracting Agency or designee.

(ii) Upon request, the Contractor shall provide
the filing date, serial number and title, a copy of
the patent application {including an English-lan-
guage version . if filed in a language other than
English), and patent number and issue date for any
subject invention in any country for which the
Contractor has retained title.

(iii) Upon request, the Contractor shall furnish
the Government an irrevocable power to inspect
and make copies of the patent application file.

(c) Minimum rights acquired by the Government. (1)
With respect to each subject invention to which the
Contractor retains principal or exclusive rights, the
Contractor agrees as follows:

(i) The Contractor hereby grants to the Govern-
ment a nonexclusive, nontransferable, irrevocable,
paid-up license to practice or have practiced each
subject invention throughout the world by or on
behalf of the Government of the United States
(including any Government agency).

(i) The Contractor agrees that with respect to
any subject invention in which it has acquired title,
the Federal agency has the right in accordance
with the procedures in FAR 27.304-1(g) to require
the Contractor, an assignee, or exclusive licensee
of a subject invention to gramt a nonexclusive,
partially exclusive, or exclusive license in any field
of use to a responsible applicant or applicants,
upon terms that are reasonable under the circum-
stances, and if the Contractor, assignee, or exclu-
sive licensee refuses such a request, the Federal
agency has the right to grant such a license itself lf
the Federal agency determines that—

52-94.12

{A) Such action is necessary because the Con-
tractor or assignee has not taken, or is not ex-
pected to take within a reasonable time, effective
steps to achieve practical application of the sub-
ject invention in such field of use;

(B) Such action is necessary to alleviate health
or safety needs which are not reasonably satis-
fied by the Contractor, assignee, or their licen-
Sees;

(C) Such action is necessary to meet require-
ments for public use specified by Federal regula-
tions and such requirements are not reasonably
satisfied by the Contractor, assignee, or licen-
sees; or

(D) Such action is necessary because the
agreementi required by paragraph (i) of this
clause has neither been obtained nor waived or
because a licensee of the exclusive right to use
or sell any subject invention in the United States
is in breach of such agreement.

(iii) The Contractor agrees to submit on request
periodic reports no more frequently than annually
on the utilization of a subject invention or on ef-
forts at obtaining such wutilization of a subject in-
vention or on efforts at obtaining such utilization
that are being made by the Contractor or its licen-
sees or assignees. Such reports shall include infor-
mation regarding the status of development, date
of first commercial sale or use, gross royalties re-
ceived by the Contractor, and such other data and
information as the agency may reasonably specify.
The Contractor also agrees to provide additional

. reports as may be requested by the agency in con-

nection with any march-in proceedings undertaken
by the agency in accordance with subdivision (ii)
above. To the extent data or information supplied
under this section is considered by the Contractor,
its licensee, or assignee to be privileged and confi-
dential and is so marked, the agency agrees that, to
the extent permitted by law, it will not disclose
such information to persons outside the Govern-
ment.

(iv) The Contractor agrees, when licensing a
subject invention, to arrange to avoid royalty
charges on acquisitions involving Government
funds, including funds derived through a Military
Assistance Program of the Government or other-
wise -derived through the Government. to refund
any amounts received as royalty charges on a sub-
ject invention in acquisitions for, or on behalf of,
the Government, and to provide for such refund in
any instrument transferring rights in the invention
to any party.

{v) The Contractor agrees to provide for the

Government’s paid-up license pursuant to subdivi-

sion (i} above in any instrument transferring rights
in & subject invention and to provide for the grant-
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ing of licenses as required by subdivision (ii)

above, and for the reporting of utilization informa.

tion as required by subdivision (iii)) above, when-
ever the instrument transfers principal or exclusive
rights in a subject invention.

(2) Nothing contained in this paragraph (c) shall
be deemed to grant to the Government any rights
with respect to any invention other than a subject
invention.

(d) Minimum rights to the Contractor. (1) The Con-
tractor is hereby granted a revocable nonexclusive,
royalty-free license in each patent application filed in
any country on a subject invention and any resulting
patent in which the Government obtains title, unless
the Contractor fails to disclose the subject invention
within the times specified in subparagraph (e}(2) below.
The Contractor’s license extends to its domestic sub-
sidiaries and affiliates, if any, within the corporate
structure of which the Contractor is a part and in-
ciudes the right to grant sublicenses of the same scope
to the extent the Contractor was legally obligated to
do so at the time the contract was awarded. The li-
cense is transferable only with the approval of the
funding Federal agency except when transferred to the

successor of that part of the Contractor’s business to

which the invention pertains.

(2) The Contractor’s domestic license may be re-

voked or modified by the funding Federal agency to
the extent necessary to achieve expeditious practical
application of the subject invention pursuant to an
application for an exclusive license submitted in ac-
cordance with applicable provisions in the Federal
Property Management Regulations and agency li-
censing regulations. This license will not be revoked
in .that field of use or the geographical areas in
which the Contractor has achieved practical applica-
tion and continues to make the benefits of the inven-
tion reasonably accessible to the public. The license
in any foreign country may be revoked or modified
at the discretion of the funding Federal agency to
the extent the Contractor, its licensees, or its domes-
tic subsidiaries or affiliates have failed to achieve
practical application in that foreign country.

(3) Before revocation or modification of the li-

cense, the funding Federal agency will furnish the

Contractor a written notice of its intention to revoke
or modify the license, and the Contractor will be
allowed 30 days {(or such other time as may be au-
thorized by the funding Federal agency for good
cause shown by the Contractor) after the notice to
show canse why the license should not be revoked
or modified. The Contractor has the right to appeal,
in accordance with applicable agency licensing regu-
lations and the Federal Property Management Regu-
lations concerning the licensing of Government-
owned inventions, any decision concerning the Tevo-
cation or modification of its license.

(4) When the Government has the right to receive
title, and does not elect to secure a patent in a

foreign country, the Contractor may elect to retain

such rights in any foreign country in which the Con-
* tractor elects to secure a patent, subject to the Gov-

ernment’s rights in subparagraph (c)(1} above.

(e) fnvention identification, disclosures, and reports. (1)
The Contractor shall establish and maintain active and
effective procedures to assure that subject inventions
are promptly identified and disclosed to Contractor
personnel responsible for patent matters within 6
months of conception and/or first actual reduction to
practice, whichever occurs first in the performance of
work” under this contract. These procedures shall
incude the maintenance of laboratory notebooks or e-
quivalent records and other records as are reasonably
necessary to document the conception and/or the first
actual reduction to practice of subject inventions, and
records that show that the procedures for identifying
and disclosing the inventiopns are followed. Upon re-
quest, the Contractor shall- furnish the Contracting Of-
ficer a description of such procedures for evalution and
for determination as to their effectiveness.

(2) The Contractor shall disclose each subject in-
vention to the Contracting Officer within 2 months
after the inventor discloses it in writing to Contrac-
tor persomnel responsible for patent matters or, if
earlier,  within 6 months after the Contractor be-
comes aware that a subject invention has been made,
but in any event before any on sale, public use, or

publication of such invention known to the Contrac-

tor. The disclosure to the agency shall be in the form
of a written report and shall identify the contract
under which the invention was made and the
inventor(s). It shall be sufficiently complete in tech-
nical detail to convey a clear understanding, to the
extent known at the time of the disclosure, of the
nature, purpose, operation, and physical, chemical,
biological, or electrical characteristics of the inwven-
tion. The disclosure shall also identify any publica-
tion, on sale, or public use of the invention and
whether a manuscript describing the invention has
been submitted for publication and, if so, whether it
has been accepted for publication at the time of dis-
closure. In addition, after disclosure to the agency.
the Contractor shall promptly notify the agency of
the acceptance of any manuscript describing the in.
vention for publication or of any on sale or public
use planned by the Contractor. '

(3} The Contractor shall furnish the Contracting
Officer the following:

(i) Interim reports every 2 months (or such
longer period as may be specified by the Contrac:-
ing Officer) from the date of the contract, listing
subject inventions during that period, and certify-
ing that all subject inventions have been disclosed
(or that there are not such inventions) and that the
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b3




FAC 84-1
52.227-13

MARCH 26, 1984

FEDERAL ACQUISITION REGULATION (FAR)

procedures required by subparagraph (e}1) above

have been followed.

_(ii) A final report, within 3 months after comple-
tion of the contracted work, listing all subject in-
ventions or certifying that there were no such in-
ventions, and listing all subcontracts at any tier
containing a patent rights clause or certifying that
there were no such subcontracts.

(4) The Contractor agrees to require, by written
agreement, its employees, other than clerical and
nontechnical employees, to disclose promptly in
writing to personnel identified as responsible for the
administration of patent matters and in a format sug-
gested by the Contractor each subject invention
made under contract in order that the Contractor
can comply with the disclosure provisions of para-
graph {c} above, and to execute all papers necessary
to file patent applications on subject inventions and
to establish the Government’s rights in the subject
inventions. This disclosure format should require, as
a minimum, the information required by subpara-
graph (2) above.

(5) The Contractor agrees sub;ec: to FAR
27.302(1) that the Governmernt may duplicate and
disclose subject invention disclosures and all other
reports and papers furnished or required to be fur-
nished pursuant to this clause.

() Examination of records relating to inventions. (1)

The Contracting Officer or any authorized representa- .

tive shall, until 3 vears after fihal payment under this
contract, have the right to examine any books (includ-
ing laboratory notebooks), records, and documents of
the Contractor relating to the conception or first actual
reduction to practice of inventions in the same field of
technology as the work under this contract to deter-
mine whether—
(i) Any such inventions are subject inventions;
(i) The Contractor has established and maintains
the procedures required by subparagraphs (e)(1)
and (4) of this clause; and
(iii) The Contractor and its inventors have com-
plied with the procedures.
(2) If the Contracting Officer learns of an unre-

ported Contractor invention which the Contracting:

Officer believes may be a subject invention, the Con-

tractor may be required to disclose the invention to

the agency for a determination of ownership rights.

(3) Any examination of records under this para-
graph will be subject to appropriate conditions to
protect the confidentiality of the information in-
volved.

{g) Withholding of payment (this paragraph does not
apply to subconrracts). {1} Any time before final pay-
ment under this contract, the Conrtracting Officer may,
in the Government's interest, withhold payment until a
reserve not exceeding 350,000 or 5§ percent of the
arnount of this contract, whichever is less, shall have
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been set aside if, in the Contracting Officer’s opinion;
the Contractor fails to—

(i} Establish, maintain, and foilow effective pro-
cedures for identifying and disclosing subject in-
ventions pursuant to subparagraph (e)(1) above;

(ii) Disclose any subject invention pursuant to
subparagraph (e}(2) above;

(i) Deliver acceptable interim reports pursuant
to subdivision (2)(3)(i} above; or

(iv} Provide the information regarding subcon-
tracts pursuant to subparagraph (h){4) below.

(2) Such reserve or balance shall be withheld until
the Contracting Officer has determined that the Con-
tractor has rectified whatever deficiencies exist and
has delivered all reports, disclosures, and other infor-
mation required by this clause.

(3) Final payment under this contract shall not be
made before the Contractior delivers to the Contract-
ing Officer all disclosures of subject inventions re-
quired by subparagraph (e)(2) above, and acceptable
final report pursuant to subdivision (e}3)(ii) above,
and all past due confirmatory instruments,

(4) The Contracting Officer may decrease or in-
crease the sums withheld up to the maximum author-
ized above. No amount shall be withheid under this
paragraph while the amount specified by this para-
graph is being withheld under other provisions of the
contract. The withholding of any amount or the sub-

_ sequent payment thereof shall not be construed as a
waiver of any Government rights.

(h) Subcontracts. (1) The Contractor shall include this
clause (suitably modified to identify the parties) in all
subcontracts, regardless of tier, for experimental, devel-
opmental, or research work. The subcontractor shall
retain all rights provided for the Contractor in this
clause, and the Contractor shall not, as part of the
comsideration for awarding the subcontract, obtain
rights in the subcontractor's subject inventions.

(2) In the event of a refusal by a prospective
subcontractor to accept such a clause the Contrac-
tOr-—

(i) Shall promptly submit a written notice to the
Contracting Officer setting forth the subcontrac-
tor’s reasons for such refusal and other pertinent
information that may expedite disposition of the
matter; and

(iiy Shall not proceed with such subcontract
withour the written authorization of the Contract-
ing Officer.

(3) In the case of subcontracts at any tier, the
agency, subcontractor, and Contractor agree that the
mutual obligations of the parties created by this
clause constitute a contract between the subcontrac-
tor and the Federal agency with respect to those
matters covered by this clause.

(4) The Contractor shall promptly notify the Con-
tracting Officer in writing upon the award of any
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subcontract at any tier containing a patent rights
clause by identifying the subcontractor, the applica-
ble patent rights clause, the work to be performed
under the subcontract, and the dates of award and
estimated completion: Upon request of the Contract-
ing Officer, the Contractor shall furnish a copy of
such subcontract, and, no more frequently than annu-
ally, a listing of the subcontracts that have been
awarded.

(i} Preference for United States industry. Unless pro-
vided otherwise, no Contractor that receives title to
any subject invention and no assignee of amny such
Contractor shall grant to any person the exclusive right
to use or sell any subject invention in the United States
unless such person agrees that any products embodying
the subject invention will be manufactured substantially
in the United States. However, in individual cases, the
requirement may be waived by the Government upon a

showing by the Contractor or assignee that reasonable
but unsuccessful efforts have been made to grant li- -

censes on similar terms to potential licensees that
would be likely to manufacture substantially in the
United States or that under the circumstances domestic
manufacture is not commercially feasible.
{End. of clause)
(R 7-302.23(a) 1981 JULY)
Alfternate I (APR 1984). Add the following sentence
at the end of subdivision (c)(1)(I) of the basic clause:
The license will include the right of the Government

" to sublicense foreign governments and international or-

ganizations pursuant to the following treaties or inter-
national agreements: ... * or pursuant to any

future treaties or agreements with foreign governments -

or international organizations.
[*Contracting  Officer complete with the names of
applicable existing treaties or international agreements.

The above language is not intended to apply to treaties

or agreements that are in effect on the date of the
award but are not listed.] :

(R 7-302.23(a) 1981 JUL)
52.228-1 Bid Guarantee.

As prescribed in 28.101-3(b), insert the following
clause in solicitations and contracts that contain a re-
quirement for a bid. guarantee. A clause substantially
‘the same as this may be used for negotiated contracts.

BID GUARANTEE (APR 1984)

{2) Failure to furnish a bid guarantee in the proper
form and amount, by the time set for opening of bids,
may be cause for rejection of the bid.

(b} The offeror (bidder) shall furnish a bid guarantee
in the form of a firm commitment, such as a bid bond.
postal money order, certified check. cashier’s check.
irrevocable letter of credit. or. under Treasury Depart-
ment regulations, certain bonds or néres of the United
States. The Contracting Officer will return bid guaran-
tees. other than bid bonds. (1) to unsuccessful bidders
as soon as practicable after the opening of bids. and (2)
to the successful bidder upon execution of contractual

{The next page is 52-95)

documents and bonds (including any necessary coinsur-
ance Or reinsurance agreements). as required by the bid
as accepted.

(¢} If the successful bidder, upon acceptance of its
bid by the Government within the period specified for
acceptance, fails to execute all contractual documents
or give a bond(s) as required by the solicitation within
the time specified. the Contracting Officer may termi-
nate the contract for default.

{d} Unless otherwise specified in the bid, the bidder
will (1) allow 60 days for acceptance of its bid and (2)
give bond within 10 days after receipt of the forms by
the bidder. '

(e) In the event the contract is terminated for de-
fault, the bidder is liable for any cost of acquiring the
work that exceeds the amount of its bid, and the bid
quarantee is available to offset the difference.

(End of clause)
(R 1-10.103-3)
(R 7-2003.25 1964 JUN)
52.228-2 Additional Bond Security,

As prescribed in 28.106-4, insert the following clause
in solicitations and contracts when bonds are required:
ADDITIONAL BOND SECURITY (APR 1984)

- The Contractor shall promptly furnish additional se-
curity required to protect the Government and persons
supplying labor or materials under this contract if—

(a) Any surety upon any bond furnished with this
contract becomes unacceptable to the Government;

{b)} Any surety fails to furnish reports on its financial
condition as required by the Government; or

(c) The coniract price is increased so that the penal
sum of any bond becomes inadequate in the opinion of
the Contracting Officer.

(End of clause)
(R 1-7.103-2)
(R 1-7.602-17)
(R 7-103.9 1949 JUL)
(R 7.602.17 1976 OCT)
52.228-3 - Workers’ Compensation Insurance (Defense

Base Act).

As prescribed in 28.30%(a), insert the following
clause in solicitations and contracts when the Defense
Base Act applies (see 28.305) and (a) the contract will
be a public-work contract performed outside the
United States: or (b) the contract will be approved or
financed under the Foreign Assistance Act of 1961
(Pub. L. 87-195) and is not excluded by 28.305(b)2):

" WORKERS COMPENSATION INSURANCE

(DEFENSE BASE ACT) (APR 1984)

The Conrtractor shall (a) provide., before commenc-
ing performance under. this contract, such workers’
compensation insurance or security as the Defense Base
Act (42 U.S.C. 1651 et seq.) requires and (b) continue
to . maintain it until performance is completed. The
Contractor shall insert, in all subcontracts under this
contract to which the Defense Base Act applies. a -
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DEPARTMENT OF COMMERCE Departinent is requesting publie implementation of Chapter 18 of Title 35.
comments on this Final Interim Rule. U.8.C. was not accepted because it
37 CFR Part 401 Comments should be sent to the address  would be inconsistent with the law and

[Docket No, 41278-60091

Rights to Inventions Made by
Nonprofit Organizations and Smali
Business Firms

AGENCY: Assistant Secretary for
Productivity, Technology and
Innovation, Commerce.

ACTION: Interim final rule.

SUMMARY: Pub. L. 98-620 amended
Chapter 18 of Title 35, United States
Code, dealing with patent rights in
inventions made with Federal funding
by nonprofit organizations and small
business firms. It also reassigned
responsibility for the promulgation of
regulations implementing 35 U.S.C. 202~
204 and the establishment of standard
funding agreement provisions from the
Office of Management and Budget
(OMB] to the Secretary of Commerce.
This regulation, to appear at 37 CFR Part
401, establishes such imiplementing
regulations and standard funding
agreement provisions,

DATES: July 14, 1986. Comments by:
September 12, 1986,

" FOH FURTHER INFORMATION CONTACT:

Mr. Norman Latker, Director, Federal
Technology Management Policy
Division, Office of Productivity,,
Technology and Innovation, U.S.
Department of Commerce, Room 4837,

Washington, DC 20230. Phone: 202-377—

0859. ‘
SUPPLEMENTARY INFORMATION:

Background

Pub. L. 98620 amended Chapter 18 of
Title 35, United States Code, and
assigned regulatory authority to the
" Secretary of Commerce. The Secretary
has delegated his authority under 35
U.S.C. 206 to the Assistant Secretary for-
Productivity, Technology and
Innovation. Section 206 of Title 35 U.5.C.
requires that the regulations and the
standard funding agreement be subject
to public comment before their issuance.
Accordingly. on April 4. 1985, the
Assistant Secretary published a notice
of proposed rulemaking in the Federal
Register (50 FR 13524) for public
comment. As noted at that time, the
regulation closely follows OMB Circular
A-124 which the regulation will replace.
Differences between the proposed rule
and the Circular were highlighted in
Supplementary Information
accompanying the notice of proposed
rulemaking.

Additionally, to comply fully with
section 206 of Title 35 U.S.C., the

listed in the “FOR FURTHER INFORMATION
CONTACT"” saction above. Commaents
received by September 12, 1986 will be
considered in promulgating a final rule.
Copies of all commments received are
available for public inspection in the .
Department's Central Reference Records
Inspection Facility (CRRIF), room 6628
in the Hoover Building. Information
about the availability of these records
for inspection may be obtained from
Mrs. Hedy Walters at {202) 377-3271.

Treatment of Substantative Comments
on Regulation Provisions :

Twenty-three comments from
seventeen different sources were
received on the proposed rule in
response to the April 4 notice. The
substantative issues raised in the
twenty-three comments will first be
discussed as they refer to the specific
sections of the proposed regulation,
General comments on issues not
mentioned in the regulation will be
discussed later in this Supplementary
Information Section.

Section 401.1{a}~Two commenlis
were received on this subject. One
suggested adding a sentence alerting
readers to the fact that the regulation
also includes policy guidance
concerning the administration of funding

-agreements that predate the effective
- date of the regulation. This was done.

The second comment suggested the
reference to the statute implemented by
this regulation should be 10 35 U.S.C.
200+206 and 212 rather than just 202-204.
This suggestion was rejected as
authority granted the Secretary of
Commerce by 35 U.S.C. 206 is limited to
issuing regulations related oniy to
sections 202-204. : o

Section 401, 1{d}—Several comments
from federal agencies suggested
rewriting the first part of this section to
better reflact the relationship of this
regulation. agency regulations, and the
FAR system. One agency suggested the
regulation should permit agency-

initiated deviations without approval by

the Secretary of Commerce. This was
rejected as being inconsistent with the
statute's requirement to develop a -
standard patent rights clause. However.
the need to obtain approval by the
Secretary of Commerce of certain
deviations requested by contractors has
been eliminated and it has been made
clear that modification and tailoring of
clauses. as authorized elsewhere in the
regulation, are not considered
“deviations.”

The suggestion by two agencies that
the FAR be used as the regulatory

Congressional intent.

1t was also suggested that limitations
on deviations were too strict and that
the more liberal deviation procedures of
the FAR system should be adopted. This
was not accepted,

As a result of one agency comment.

§ 401.1(d) has been revised to specify
when regulations should be submitted to
the Secretary for review.

One agency suggested that the
opening sentence of § 401.1(d) be
deleted or amended as it "“may throw
the validity of every other regulaticn
implementing Pub. L. 98-620 into doubt
since lack of coverage of a point by the
Commerce regulations could suggest
that no coverage is permitted.” [l is. in
fact, the purpose of § 401.1(d) and :h=
statute to override inconsistent
regulations. That is also why it is
directed that all regulations
supplementing this part be submitted to
the Secretary for review for consistency.
The Department of Commerce wiil work
with those responsible for Part 27 of the
FAR system to ensure that it is
consistent with this regulaticn.

Section 401.2{a)—A comment
suggested that the definitien of "funding
agreement” include language removing
35 U.8.C. 212 from its coverage. This
concern has been dealt with in
§§ 401.1{a) and 401.3(a) which exclud=

- 35 1.8.C. 212 awards.

Sectien 401.2(h)—A comment
suggested that the word "possession’” be
added in the definition of “nonprofit
organizations” after the word “state.”
This has not been done as the statutory
definition does not include the word
“possession.” The need for seeking an
amendment to the act is being studied.

Section 401.3(a){2)—0One agency
commment raised the question of whether
the exceptional circumstance provision
of 35 U.8.C. 202(a){ii} can be used to
except from contractor ownership a
class of research contracts and all their
resulting inventions on the grounds that

-national security may require

classification of some of the results of
the research. Three responding agencies
believed the general principle of
contractor ownership should be
preserved as it does not preclude the
advanced classification of research
contracts and their resulting inventions
for national security reasons under
provisions of law other than 35 U.S.C.
202(a)(ii}. Agencies are encouraged to
use established national security
classification procedures set out in
regulation and Executive Order to
protect from public disclosure those
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inventions which pose security risks.
These procedures allow the contractor
ta elect to retain title to such inventions.
Thus, if at some later date security
classification is lifted the contractor can
immediately commence '
commercialization. However, it is
recognized that in some limited
situations agencies may be able to use
national security to justify an alternate
awnership provision under the
exceptional circumstance paragraph of
35 U.8.C. 202{a)(ii). In-such cases
provision must be made to permit the
contractor to elect ownership if there is
no security classification of a reported
invention by the agency within gix
months. Accerdingly, § 401.3(b) provides
that shouid an agency exercise an
exceptional circumstance exception
under § 401.3{a)(2) and include
provisions to own inventions on the
basis of national security, the contractor
shall be entitled to own any invention if
the agency does not classify the
contractor's invention report within six
months of the date it is reported to the
agency, or within the same period the
Department of Energy does not, as
authorized by regulation, law, Executive
Order or implementing regulations
thereto, prohibit unauthorized
dissemination of the invention.
Contracts in support of DOE's naval
nuclear propulsion program are exempt
from this paragraph.

Section 401.3(b}—Two agency
comments suggested that the
requirement to uge the standard clause
with modifications., even when
exceptions under subsection 202{a) are
invoked. is too restrictive. The language
of the Act, particularly the introduction
to 35 11.8.C. 202(c), makes no distinction
between funding agreements under
which the contractor retains the right to
elect title and those in which this right
has been curtailed through one of the
exceptions. A standard clause will
promote maximum uniformity and
assurance that small business and
nonprofit contractors understand their
obligationa.

Section 401.3fe}~-Comments were
requested on whether determinations of
class exceptions should be allowed. One
comment stated that the law
contemplates cage-by-case exceptions
and felt that only rarely could a class '
exception be justified. On the other
hand. one agency comment stated that
class determinations are needed to
reduce paperwork. That agency
suggested the use of a single
determination be authorized for multiple
contracts involving identical
circumstances to facilitate contracting
so long as each contractor is accorded

its right of appeal. This suggestion was
accepted.

In response to one camment, language
has been added requiring an agency to
advise a contractor of its appeal rights
when it notifies the contractor that one
of the exceptions at 35 U.5.C. 202(a) are
being invoked.

Section 401.3{g}—One agency
comment expressed concern about this
section’s requirement to provide
inform ation to the Comptroller General.
‘The requirement has been retained as it
was developed during the drafting of
OMB Circular A-124 at the request of
and in consultation with the GAQ.

Section 401.4(b){3)—In response to
one comment, the word “present” has
heen changed to "rely upon.”

Section 401.4(b){6)—In response to
one comment, language has been added
requiring the agency head to detail the
basis for the rejection of facts found
during the fact-finding process.

Section 401.5(a)—-0ne agency
coinment pointed out that, particularly
in grants or cooperative agreements
where an agency has a policy of
applying the standard clause in all
subcontracts, paragraph (g){3) is not
needed and the standard clause could
be simplified by eliminating paragraph -
{g)(2}. This has been done by expanding
§ 401.5{a) to authorize such modificat: n
of the subcontract provisions of the
standard clause at § 401.14.

Section 401.3(d)—At the suggestion of
one agency, several minor changes to
this section have been made. The most
significant of these changes ig the
additional language that agencies are
authorized to add to the standard
clauses which allow agencies to identify
international agresments that are "to be
entered into.” This change is needed to
enable future agreements to be entered
into during contract performance and is
only to be applied to subject inventions
made after the date of contract
amendment.

In response to agency comments, the
number of situations in which the
language at the end of the subsection
related to international agreements can
be used has been increased to include
all long-term contracts such as those

- frequently used for funding operation of

Government-owned research facilities,
and not just those involving a series of
task orders.

Section 401.5(e}{2)—One comment

" suggested adding “or other form of

protection of intellectual property” to
this requirement. This has not been done
because it goes beyond the scope of the
Act.

Section 401.5(e}f3)~In response to
several agency comments, the option of

the agencies to obtain annual listings of
reported subject inventions has been
retained.

Section 401.5(f}—One university
comment raised the question of whether
a university licensing office on the same
campus but organizationally separate
from a university-operated,
Government-owned facility would meet
the “most effective technology transfer”
standard in the last sentence of
paragraph {k}(3) which is prescribed at
§ 401.5(f). The situation described mesets
the standard.

One agency comment suggested that
language be added at the end of
§ 401.5(f) as follows: “However, in the
cage of facilities of the Department of
Energy, the paragraph shall be used in-
contracts designated by the Department
of Energy as management and operating
contracts for such facilities in
accordance with Subpart 17.6 of the
Federal Acquisition Regulations as
supplemented by the Department of
Energy Acquisition Regulaticns.” This
suggestion has not been accepted
because it is inappropriate to include
language that is tied to other regulations

“that could change and which may
" contain definitions based on other

abjectives and purpeses. However, DOE
may designate such coniracts, and to the
extent it finds that the proposed
language is consistent with 35 U.S.C.
204{c)(7){E} and § 401.5(f) it may
prescribe such language in its
supplementary regulations or
instructions.

Several comments suggested the
dzletion of the words “at the facility”
from the clause language prescribed by
§ 401.5(f}. The basis far this suggestion
was that limiting the use of income to
resegarch at the facility will act as a
deterrent to university investment in the
promotion of inventions. This change
has been made because it is more
appropriate to leave the question of
royalty sharing with the facility to
negotiations among the interested
parties.

Section 401.5{g}—For clarity, a
paragraph has been added authorizing -
agencies to require that contractors
operating Government-owned facilities
furnish certain information concerning
their invention reporting and disclosure
procedures.

Sectfon 401.6{c}—For clarity, a change
has been made that agencies are
expected to give notice only if they have
actual knowledge of assignees or
licengees.

Section 401.6{f}—For clarity, the
words “or adopt” have been added to
the subsection,
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Section 401.6({g}—To conform with
§ 401.4(b}(6}. language has been added
requiring the agency head to detai the
reasons for rejecting facts found during
the fact-finding process.

Section 401.6(k}—~For clarity, a
paragraph has been added providing
that exclusive licensees include
“partially exclusive licensees” for
‘purposes of march-in proceedings.

Section 401.7--Several comments
- expressed concern that it should be
made clear that the small buginess
preference not be construed to prevent a
university from providing a right of first
refusal or other type of option to a larger
business that is providing support under
a long-term agreement for research

related to the invention. This change has-

been made because small business
preference is intended to inhibit
industrial support of university research.

One agency comment suggested that
the Secretary’s role may conflict with
that of the agency in matters pertaining
to the “domestic preference” in licensing

agreements. Therefore, it was suggested
that “matters in regard to the
contractor's licensing practices would
be better handled by the contractor
agency.” This comment was rejected .
because the role of the Secretary will
not include involvement in an individual
licensing decision.

One comment suggested that the
regulations “need to reflect that no
individual small business will have
standing to attack any particular license
agreement.” This suggestion was not
accepted because it is already reflected
in the subsection and the clause.

Section 401.58{a)—Qne agency
comment suggested relaxing the

requirement that agencies receive
periodic information on the utilization of
inventions pending instructions by this
Department. In response, a change has
- been made that agencies refrain, to the
extent feasible, from specifying specific
farmats for the information and instead
rely on information in the form in which
it is customarily prepared by the
contractor for its own internal reporting
purposes. The Paperwork Reduction Act
will apply to any information gathering
efforts. If further experience under the
regulations indicates that agencies’

requests to contractors are developed on
" an uncoordinated basis or create undue
burden, a uniform reporting system may
‘be instituted.

Section 401.{8){b)—In response to one
agency comment, 2 provision has been’
added requiring contractor marking of
utilization data which they wish to have
protected.

Section 401.10—Several agencies
suggested revising this subsection so
that agencies may apply additional

conditions. This has been permitted.
providing the additional conditions are
congistent with sections 201206 of the
statute. In addition, the royaity-shuring
requirement with Government
employee/inventors under paragraph
(k){2) of the clause at § 401.14(a} has
been eliminated. Agencies may still
require royalty-sharing with their
employee/inventors on a case-by-case
or'other broader basis. -

One university comment suggests that-

the coverage of this subsection be
expanded so that disparate regulations
do not develop among the various
agencies. Agency activities will be
monitored in crder to attain consistency.

Section 401,12—-0ne university
comment suggests adding language to
§ 401.12 requiring the payment of
reasonable royalties when licensing of
background inventions is required. This
change was not accepted because such
payments can be negotiated in
connection with the use of such
provisions.

Section 401.13—Qne comment
suggested that we add language to
§ 401.13 to state that the duration of an
exclusive license granted by a university
can extend for the life of the patent plus
an extension of the patent term granted
under the Drug Price Competition and
Patent Term Restoration Act of 1984 As
the Act now gontains no restrictions on
licensing, no such language is required.

Cne comment also requesied the
inclusion of language in § 401.13 making
clear that.a long-term license granted by
a university to a small business firm
prior to the enactment of Puh. L. 98-620
can be transferred to a large business
firm withont agency approval as part of
the acquisition of the smaller firm. This
suggesiion was not accepted hecause
under the current law, such a transfer
does not require agency approval. The
approvals required under OMB Circular
A~124 for long-term licenses to other
than small business firms are not

applicable when a s3mall business firm

. agsigns this as part of a transfer of the

firm to a larger firm.

Section 401.13{b)—In response to
suggestions, advice in § 401.13{b) has
been expanded to cover contract clauses
predating Pub. L. 86-517.

Two university comments suggested
waiving any requirement for agency
apprevals under funding agreements
preduting Pub. L. 28-620. This comment
was not accepted as there is ne
authority to apply the law retroactively.

‘Section 401.13{c)—0One agency
suggested that the requirement that
agencies not disclose information. which
is part of a patent application, be limited
to a period of no more than 18 months,
This sugzestion was accepted.

- Section 401.14(a} (Standard Clausej—

Paragraph (c}{1}~0One comment
suggested that this subparagraph should
specifically state that a proposed patent
application would meet the disclasure
requirements. This suggestion was not
accepted as a proposed patent
applicaticn, by definition, would meet
the disclosure requirement.

Paragraph {c){3}—In response {o one
suggestion, language has been added to
make clear that filing in supranational
petent offices will satisfy the foreign
filing requirements.

Several comments suggested:

{a) The requirement to make foreign
filings within ten months of the
corresponding initial patent application
forces a university to make a
commitment to file foreign much earlier
than such a decision would normally be
made.

(b} Amending the subsection to either
“authorize the filing" or “make a
commitment to file.”

[c)} Adding “will file or authorize the
preparation and filing."”

One agency comment opposed the
above changes noting that a contractor
may withdraw its authorization to file at
a time too late to permit the agency to
protect its reversionary interests.

The issue raised by the above
comments has been deferred pending a
more comprehensive cost-benefit
analysis. Contractors are reminded that
paragraph (c)(4) of the standard clause
{Sec. 401.14(a}} allows contractors to
request extensions of time to file patent
applications.

Paragraph (d)fif}—One comment
suggested that it is unreasonable to
expect a contractor to file in every
patent office in the world in order to
protect its foreign rights. No change has
teen made because the statute clearly
specifies the steps a contractor must
tuke to secure title against reversion to
the agency.

Buragraph {eif4)-(6)—0ne agency
comment recommended that the content
of these clausea be moved into the
preambie to the standard clause in the
sume manner as OMB Circular A-124,
This has been done.

Paragraph {f)--One agency comment
suggested adding language to paragraph
(¥ requiring contractors to submit.
without agency request. a confirmatory
ligense and a copy of any U.S. patent.
This suggestion was not accepted as
peragraph {f){1} already requires a
confirmetory license and the optionat
language at § 401.5(e) allows agencies to
add language so they can obtain patent
numbers.

Paragraph (h})—One agency comment
suggested altering the last sentence of
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this paragraph to follow the statutory
language most closely. Alternatively, the
comment suggested that “without
permission of the contractor” be
inserted at the end of thiat sentence. The
alternative suggestion has been adopted
as disclosure with the permission of the
contractor would appear consistent with
the stautory intent and language.

Paragraph (i}—One comment noted
that other countries have local
manufacture regulations and that in
some cases there could be conilicts with
the domestic manufacturing
requirement. The comment suggested
that some provision should be made in
this subsection that an agency will
automatically ameliorate the i1.S.
manufacture requirement if there is a
direct conflict with a similar clause in
angother country and a single commercial
embodiment would involve inventiona
from hoth countries. Thia suggestion
was not accepted as there is sufficient.
latitude under the existing language to
allow an agency to waive its
requirements under such circumstances
and therefore explicit discussion in the
regulation is not warranted.

Paragraph (k){2)—Several agency
comments have pointed put that by
requiring royalty-sharing with agency
ermployees, there may be situations in
which the employee would be placed in
4 violation of the conflict-of-interest
statutes. This change has been accepted
by adding to the paragraph the words
“where the agency deems it
appropriate.”

One university comment suggested
“inventor” be changed to “inventors”
and that “we would like to hold open .
the possibility of sharing royalties with
cloge technical associates of the
inventor{s}.” For clarity the first change
has been made. The second change has
not been made as such payments can be
matie and congidered as “expenses
incidental to the administration of
subject inventions.”

Section 401.14(b}~For clarification,
several changes have been made to the
alternative language prescribed for use
by DOE when the exception at
§ 401.3(a)(4) is invoked and title 1o
inventions made under the Navy nuclear
propulsion or nuclear weapons
programs are retained by DOE. These
changes included elimination of the
exclusive license provided to the
contractor in fields of use other than
Navy nuclear propulsion or nuclear
weapond. While the statute does not
mandate this right to*contractors, DOE
is urged to wake a liberal approach in
providing such right on a case-by-case
basis as being within the spirit of the
statute. ’

Orne university comment suggested
that the requirement to assign title to
inventions under paragraph {c)(1)(B} as
prescribed at 401.14(b](2) be limited to
subject inventions that are “nuciear

.weapons, naval propulsion systems, )
components thereof, ar directly therein.”

This suggestion has been rejected
because it 13 not consistent with the
statute. DOE is urged to take a liberal
approach to granting waivers to
inventions that fall within paragraph
{c)(1)(B} as it ig written but which are
not within the scope of this suggested
language, since we believe that to be
within the spirit and intent of the
statute. :

At the request of DOE, provision has
been made for the use of an alternaltive
clause. Provisions for record keeping
and reporting requirements will be
submitted to OMB for review under the
Paperwork Reduction Act.

Section 401.15{a)}—This section has
been revised to allow the Department of
Energy to use their exiating waiver
procedures in lieu of the procedures
prescribed in this section.

Treatment of Comments on Issues Not
Mentioned in the Regulation

Successor contracts—The notice of
proposed rulemaking requested
comments on the issue of transfer of
patent rights to successor contractors in
contracts for the operation of
Government-owned facilities. One
agency favored authorizing agencies to
add provisions dealing with this. Several
universities and nonprofit organizations
opposed transfer of their ownership as
not being authorized by law. The
Department believes the best solution to
this issue would be to allow the federal
agency and euch of the contractors
involved to negotiate issues of
allocation of royaities. continuation of
commercialization efforts. and other
related issues taking into account the
equities of the parties.

Cooperative Research Arrangements
and “de minimus” Support—Several
commenters suggested that some “de
minimus” standard be established to
define a threshold contribution of
Government funding to the making of a
jointly funded invention below which
the regulations should not apply. There
is no authority to make this change
because the Act does not define
“subject invention" in terms of the size
of the Government financial
contributions in making the inventin.

Plant Variety Protection—One
university comment suggested that
separate regulatory coverage was
needed in this area and indicated an
intent to discuss this with the
Department of Agriculture and to submit

suggested changes later, A second
comment expressed concern that, if
literally read. the disclosure and
election requirements could require
substantial paperwork for plant
varieties that were not found to be
commercially viable. The Department of
Agriculture indicates that they have no
intent to require such paperwork. The
Department of Commerce is working
with the Department cf Agriculture to
determine whether changes in the clause
may be appropriate for plant varieties.

Rulemaking Requirements

As stated in the proposed notice this
regulation is not a major rule as defined
in Executive Order 12291, and it adds no

' paperwork burdens. In fact, it reduces

certain paperwork requirements of the
regulations it replaces. And, as
discussed in connection with the
proposed rule, the General Counsel of
the Department of Commerce has
certified to the Small Business
Administration that this rule will not

. have a substantial economic impact on a

substantial number of small entities.
List of Subjects in 37 CFR Part 401

Inventions and patents, Nonprofit
organizations, Small businesses, Grant
programs, Covernment contracts,
Administrative practice and procedure.

Dated: July 9, 1986,

D. Bruce Merrifield,

Assistant Secretary for Productivity,
Technology and Innovation.

Accordingly, Chapter IV of Title 37 of
the Code of Federal Regulations is
amended by the addition of a new Part
401, to read as foilows:

PART 401~—RIGHTS TO INVENTIONS
MADE BY NONPROFIT
QRGANIZATIONS AND SMALL
BUSINESS FIRMS UNDER
GOVERNMENT GRANTS, CONTRACTS,
AND COQPERATIVE AGREEMENTS

Sec.

401.1 Scope.

401.2 Definitions.

401.3 Use of the Standard Clauses at
§ 401.14

4014 Contractor appeals of exceptions.

401.5 Modification and tailoring of clauses.

401.6 Exercise of match-in rights.

401.7 Small business preference.

401.8 Reporting on utilization of subject
inventions.

401.9 Retention of rights by contracior
employee inventor. :

40110 Covernment assignment to
contractor of rights in invention of
Covernment employee.

401.11 Appeals. .

401,12 Licensing of background patent righta
to third parties.
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401.13 Administration of patent rights

~ clauses. .

401,14 Standard patent rights clauses,

401.15 Deferred determinations.

401.18 Submissions and Inquiries.
Authority: 35 U.S.C. 208 and the delegation

of authority by the Secretary of Commerce to

the Assistant Secretary for Praductivity,

Technology and Innovation at section 3{g] of

DOO 10-1.

"§401.1 Scope. :

{a] This part implements 35 U.S.C.
202-204 and is applicable to all Federal
agencies. It applies to all funding
agreements with small business firms
and nonprofit organizations executed
after the elfective date of this part,
except for a funding agreement made
primarily for educational purposes.

- Certain sections also provide guidance
for the administration of funding
agreements which predate the effective
date of this part. In accardance with 35
U.8.C. 212, no scholarship, fellowship,
training grant, or other funding
agreement made by a Federal agency
primarily to an awardee for educational
purpaoses will contain anty provision

- giving the Federal agency any rights to
inventions made by the awardee.

(b) The “march-in" and appezls
procedures in §§ 401.6 and 401.11 shall
apply to any march-in or appeal
proceeding under & funding agreement
subject to Chapter 18 of Title 35, U.8.C,,
initiated after the éffective date of this
part even if the funding agreement was
executed prior to that date.

{c) At the request of the contractor, a
funding agreement for the operation of a
Government-owned facility which is in
effect on the effective date of this part
shall be promptly amended to include
the provisions required by § 401.3(a)
unless the agency determines that one of
the exceptions at 35 U.8.C. 202(a) (i)}~(iv)
{section 401.3(a)(i}~(4) of this part) is
applicable and will be applied. If the
exception at § 401.3(a) (4) is determined
to be applicabie, the funding agreement
will be promptly amended to include the
provisions required by § 401.3(b).

(d) This regulation supersedes OMB
Circular A-124 and shall take preedence
over any regulations dealing with
ownership of inventions made by small
businesses and nonprofit organizations
which are inconsistent with it. This
regulation will be fellowed by all
agencies pending amendment of agency
regulations to conform to this part and
amended Chapter 18 of Title 35, Only
deviationa requested by a contractor
and not inconaistent with Chapter 18 of
Title 35, United States Code, may be
made without approval of the Secretary.
Modifications or tailoring of clauses as
authorized by § 401.5 or § 401.3, when
alternative provisions are used under

§ 401.3(a) (i}~(4}, are not considered
deviations requiring the Secretary’s
approval. Three copies of proposed and
final agency regulations supplementing
this part shall be submitted to the
Secretary at the office set out in § 401,18
for approval for consistency with this
part before they are submitted to the
Office of Management and Budget for
review under Executive Order 12291 or,
if no submission is required to be made
to OMB, before their submission to the
Federal Registar for publication.

~ {e]) In the event an agency has
outstanding prime funding agreements
that do not contain patent flow-down
provisions consistent with this part or

earlier OFPP regulations {OMB Circular -

A-124 or OMB Bulletin 81-22), the
agency shall take appropriate action to
ensure that small business firms or
nonprofit organizations that are
subcontractors under any such
agreements and that received their
subcontractors after july 1, 1981, feceive
rights in their subject inventions that are
consistent with Chapter 18 and this part.
" {f) This part is not intended o apply
to arrangements under which nonprefit
organizations, smail business firms. or
others are allowed to use Government-
owned research [acilities and normal
technical assistance provided to users of

~ those facilities, whether on a

reimbyrsable or nonreimbursable basis.
This part is also not intended to apply to
arrangements under which sponsars
reimburse the Government or facility
contractor for the contractor employee's
time in performing work for the sponsor.

_ Such arrangements are not considersd

“funding agreemsnts” as defined at 35
U.8.C. 201(b] and § 401.2(a) of this part.

§401.2 Definitions. )

As used in this part—

{a) The term “funding agreement’
means any contact, grant, or cooperative
agreement entered into between any
Federal agency, other than the
Tennessee Valley Authority, and any
contractor for the performance of
experimental, developmental, or
research work funded in whole or in
part by the Federal Government. This
term aiso includes any assignment,
substitution of parties, or subcontract of
any type entered into for the
performance of experimental,
developmental, or research work under
a funding agreement as defined in the

" first sentence of this paragraph.

{b) The term “contractor” means any
person, small business firm or nonprefit
organization which is a party to a
funding agreement.

(c) The term “invention” means any
invention or discovery which is or may
be patentable or otherwise protectahle

under Title 35 of the United States Code,
or any novel variety of plant which is or
may be protectable under the Plant
Variety Protection Act {7 U.S.C. 2321 et
seq.).

(d) The term “subject invention”
means any invention of a contractor
conceived or first actually reduced to
practice in the performance of work
under a funding agreement; provided
that in the case of a variety of plant, the
date of detarmination (as defined in
section 41{d} of the Plant Variety
Pratection Act. 7 U.5.C, 2401(d)) must
also gccur during the period of contract
performance.

{2) The term “practical application™
means to manufacture in the case of a
composition or product. to practice in
the case of a process or method, or to
operate in the case of a machine or
system; and, in each case, under such
conditions as to establish that the
invention is being utilized and that its
benefits are, to the extent permitted by
taw or Government regulations,
available ta the public on reasonable
terms.

(A The term “made” when uged in

relation to any invention means the

conception or first actual reduction to
practice of such invention.

(g) The term “small business firm"
means a small business concern as
defined at section 2 of Pub. L. 85-536 (15
U.S.C. 832) and implementing
regulations of the Administrator of the
Small Business Administration, For the
purpose of this part, the size standards
for small business concerns involved in
Government procurement and
subconiracting at 13 CFR 121.5 will be
used.

(k) The term “nonprofit organization™
means universities and other institutions
of higher education or an organization of
the type described in section 501{c)(3) of
the Internal Revenue Code of 1954 (26
U.5.C. 501(c) and exempt from taxation
under section 501(a) of the Internal
Revenue Code (26 U.5.C. 501{a)) or any
nonprofit scientific or educational
organization qualified under g state
nonprofit organization statute.

(i} The term "Chapter 18" means
Chapter 18 of Title 35 of the United
States Code.

(i} The term “Secretary” means the
Secretary of Commerce or his ar her
designee.

§401.3 Use of the Standard Clauses at
§ 401.14.

{a) Each funding agreement awarded
to a small business firm or nonprofit
organization {(except those subject to 35
U.S.C. 212) shall contain the clause
found in § 401.14{a] with such

A




Federal Register / Vol. 51, No. 134 / Monday, July 14. 1986 / Rules and Regulations 25513

medifications and tailoring as
authorized or required elsewhere in this
part. However, a funding agreement may
contain alternative provisions—

{1} When the contractor is not located
in the United States or does not have a
place of business located in the United
States or is subject to the controi of a
foreign government; or

(2) In exceptional circumstances when
it ia determined by the agency that
restriction or elimination of the right to
retain title to any subject invention will
better promote the policy and objectives
of Chapter 18 of Title 35 of the United
States Code; or

(3) When it is determined by a
Government authority which is
authorized by statute or executive order
to conduct foreign intelligence or
counterintelligence activities that the
restriction or elimination of the right to
retain title to any subject invention is
necessary to protect the security of such
activities; or

{4} When the funding agreement
includes the operation of & Government-
owned, contracter-operated facility of -
the Department of Energy primarily -
dedicated to that Department’s naval
nuciear propuigion or weapons related .
programs and all funding agreement
limitations under'this subparagraph on
the contractor’s right tg elect title to a

-subject invention are limited to

inventions occurring under the above
two programs,

(b) When an agency exercises the
exceptions at § 401.3(a}(2) or (3), it shall
use the standard clause at § 401.14(a)
with anly such modifications as are
necessary to address the exceptional
circumstances or concerns which led to
the use of the exception. For example, if
the justification relates to a particular
field of use or market, the clause might
be modified along lines similar to those
described in § 401.14(h). In any event,
the clause should provide the contractor
with an opportunity to receive greater.
rights in accordance with the procedures
at 401.15. When an agency justifies and
exercises the exception at § 401.3(a){2)
and uses an alternative provision in the
funding agreement on the basis of
national security, the provision shail
provide the contractor with the right to
elect gwnership to any invention made
under such funding agreement as
provided by the Standard Patent Rights
Clause found at § 401.14(a) if the
invention is not classified by the agency
within six months of the date it is
reported to the agency. or within the
same time period the Department of
Energy does not, as authorized by
regulation, law or Executive Order ar
implementing regulations thereto,
prohibit unautheriz ed digsemination of

the invention. Contracts in support of
DOE's naval nuclear propulsion program
are exempted from thia paragraph.

{c) When the Department of Energy
exercises the exception at § 401.3(a)(4),
it shall uge the clause prescribed at
§ 401.14(b} with such modification and
tailoring as authorized or required
elsewhere in this part,

{d) When a funding agreement
involves a series of separate task orders,
an agency may apply the exceptions at
§ 401.3(a){2) or (3} to individual task
orders, and it may structure the contract
so that modified patent rights provisions
will apply to the task order even though
the clauses at either § 401.14(a} or (b}
are applicable to the remainder of the
work. Agencies are authorized to
negotiate such modified provisions with
respect to task orders added to a
funding agreement after its initial
award.

{e) Before utilizing any of the
exceptions in paragraph 401.3(a) of this
section, the agency shall prepare a
written determination, including a
statement of facts supporting the
determination, that the conditions

. identified in the exception exist. A

separate statement of facts shall be
prepared for each exceptional
circumstances determination, except
that in appropriate cases a single
determination may apply to-both a
funding agreement and any subcontracts
issued under it or to any funding
agreement to which an exception is
applicable. In cases when § 401:3(a)(2) is
used, the determination shal also
include an analysis justifying the

. determination. This analysis should

address with specificity how the
alternate provisions will better achieve
the objectives set forth in 35 U.S.C. 200.
A copy of each determinatjon, statement
of facts, and, if applicable, analysis shall
be prompily provided to the contractor
oF prospective contractor along with a
notification to the contractor or
prospective contractor of its rights to
appeal the determination of the
exception under 35 U.5.C. 202{h){4) and
§ 401.4 of this part.

({} Except for determinations under
§ 401.3{a}(3), the agency shall also
provide copies of each determination,
statement of fact, and analysis to the

Secretary. These shail be sent within 30

days after the award of the funding
agreement to which they pertain. Copies
shall-also be sent to the Chief Counsel
for Advocacy of the Small Business
Administration if the funding ageement
is with a small business firm. If the
Secretary of Commerce believes that
any individual determination or pattern
of determinations is contrary to the

- policies and objectives of this chapter or

otherwise not in conformance with this
chapter, the Secretary shall ao advise
the head of the agency concerned and
the Administrator of the Office of
Federal Procurement Policy and
recommend corrective actions.

{g) To assist the Comptroller General
of the United States to accomplish his or
her responsibilities under 35 U.S.C. 202,
each Federal agency that enters into any
funding agreements with nonprofit
organizations or small business firms
shall accumulate and, at the request of
the Comptroiler General, provide the
Comptroller General or his or her duly
authorized representative the total
number of prime agreements entered
into with small business firms or
nonprofit organizations that contain the
patent rights clause in this part or under
OMB Circular A-124 for each fiscal year
beginning with October 1, 1982,

{k) To qualify for the standard clause,
a prospective contractor may be
required by an agency to certify that it is
either a small business firm or a
nonprofit organization. If the agency has
reason to question the status of the
prospective contractor as a small
business firm, it may file a protest in
accordance with 13 CFR 121.8. IF it
questions nonprofit status, it may
require the prospective contractor to
furnish evidence to establish its status
as a nonprofit organization

§401.4 Contractor appeals of excentions.

[a] In accordance with 35 U.S.C.
202(b)(4) a contractor has the right to an
administrative review of a
determinaticn to use one of the
exceptions at § 401.3(g)(1}-{4} if the
contractor believes that a determination
is either (1) contrary to the policies and
objectives of this chapter or (2)
constitutes an abuse of discretion by the
agency.

Paragraph (b) of this section specifies
the procedures to be followed by
contractors and agencies in such cases.
The assertion of such a claim by the

. contractor shall not be used as a basis

for withholding or delaying the award of
a funding agreement or for suspending
performance under an award. Pending
final resolution of the claim the contract
may be issued with the patent rights
provigion proposed by the agency;
however. should the final decision be in
favor of the contractor, the funding
agreement will be amended accordingly
and the amendment made retroactive to
the effective date of the funding
agreement. .

(bj(1} A contractor may appeal a
determination by providing written
notice to the agency within 30 working
days from the time it receives a copy of
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the agency's determination, or within
such longer time as an agency may
specify in its regulations. The -
contractor's notice should specifically.
identify the basis for the appeal.

{2) The appeal shall be. tﬁmded by the
head of the agency or by his/her
designee wha.is at a level above the
person whe made the determination. If
the notice raises a genuine dispute over
the material facts, the head of the
agency or the designee shall undertake,
or refer the matter for, fact-finding.

{3) Factfinding shall be conducted in
accordance with procedures established
by the agency. Such procedures shall be
as informal as practicable and be
congistent with principles of
fundamental fairness. The procedures
should afford the contractor the
opportunity to appear with counsel,
submit documentary evidence, present
witnesses and confront such persons as
the agency may rely upon. A Iranscribed
record shail be made and shall be

available at cost to the contractor upon -

request. The requirement for a
transcribed record may be waived by .
mutual agreement of the contractor and
the agency.

(4) The official conducting the fact—
finding shall prepare or adopt written
findings of fact and transmit them to the
head of the agency or designee promptly
after the conctusion of the fact-finding
proceeding along with a recommended
decision. A copy of the findings of fact
and recommended decision shall be sent
to the contractor by registered or
certified mail.

(5) Fact-finding should he completed
within 45 working days from the date
the agency receives the contractor's
written notice.

(6) When fact-finding has been
conducted, the head of the agency or
designee shall base his or her decizion
on the facts found, together with any
argument submitted by the contractor,
agency officials or any other information
in the administrative record. In cases
referred for fact-finding, the agency
head ar the designee may reject only
those facts that have been found to be
. clearly erroneous, but must explicitly
state the rejection and indicate the basis
for the conirary finding. The agency
head or the designee may hear oral
arguments after fact-finding provided:
that the contractor ot contractor's
attorney o~ representative is present and
given an opportunity to make argumnents
and rebuttal. The decision of the agency-
head or the designee shall be in writing
and, if it is unfavorable to the contractor
shall include an explanation of the basis
of the decision. The decision. of the
agency or designee shall be made within
30 working days after fact-finding or. if

there was no fact-finding, within 45
working days from the date the agency
received the contractor’s written notice.
A contractor adversely affected by a
determination under this section may, at*
any time within sixty days after the
determination is issued, file a petition in
the United States Claim Court, which
shall have jurisdiction to determine the
appeal on the record and to affirm,
reverse, remand, or modify as
appropriate, the determination of the
Federal agency.

344015 Modification and tailarlng of
clauses,

(a) Agenmes should complete the
blank in paragraph (g)(2} of the clauses
at § 401.14 in accordance with their own
or applicable Government-wide
regulations such ag the Federal
Acquigition Regulation. In grants and
cooperative agreements {and in
contracts, if not inconsistent with the
Federal Acquisition Regulation)
agencies wishing to apply the same
clause to all subcontractors as is applied
to the contractor may delete paragraph
(g}(2) of the clause and delete the words
“to be performed by a smail business
firm or domestic nonprofit organization”
from paragraph (gj{1). Also, if the

- funding agreement is a grant or
cooperative agreement, paragraph (g}{3)
may be deleted, When either paragraph
(g)(2) or paragraphs (g)(2) and (3) are
deleted, the remaining paragraph or
paragraphs should be renumbered
appropriately.

{(b] Agencies shouid complete
paragraph (I}, “Communications”, at the
end of the clauses at § 401,14 by
designating a central point of contact for
communications on matters relating to
the clause. Additional instructions on
communications may also be-included in
paragraph (1),

{c]) Agencies may replace the
underlined words and phrases in the
clauses at § 401.14 with those
appropriate to the particular funding
agreement. For example, “contracts”
could be replaced by “grant,”
“contractor” by “grantee.” and
“contracting officer” by “grants officer."
Depending on its use, "Federal agency”
can be replaced either by the
identification of the agency or by the
specification of the particular office or
official withinn the agency.

(d){1) When the agency head or duly
authorized degignee determines at the
time of contracting with a small
buainess firm or nonprofi organization
that it would be in the national interest
to acquire the right to sublicense foreign
governments or international
organizations pursuant to any existing
treaty or international agreement, a

e

sentence may be added at the end of”
paragraph (b) of the clauses at § 401.14
as follows:

This license will include the right of the
Government {o sublicense foreign
governmenis, their nationals, and
international organizations pursuant to the
following treaties or international
agreements:

The blank above should be compieted
with the names of applicable existing
treaties or international agreements,
agreements of cooperation. memoranda
of understanding, or similar
arrangements including military
agreements relating to weapons )
development and production, The above
language i8 not intended ta apply to
treaties or other agreements that are in
effect on the date of the award but
which are not listed. Alternatively.
agencies may use substantially similar
language relating the Government’s
rights to specific treaties or other
agreements identified elsewhere in the
funding agreement. The language may
also be modified to make clear that the
rights granted to the foreign
Government, and its nationals or an
international crganization may be for
additional rights.beyend a license or
sublicense if so required by the
applicable treaty or international
agreement. For example, in some cases
exclusive licenses or even the
assignment of title in the foreign country
involved might be required. Agencies
may also modify the language above to
provide for the direct licensing by the
contractor of the foreign govemmem ar’
international organization. :

(2) If the-funding agreement invoives
performance over an extended period of
time. such as the typieal funding
agreement for the operatian of a
Government-owned facility, the
following language may alsa be added:

The agency reserves the right to
unilaterally amend this funding agreement to
identify specific traaties or international
agreements entered into or to be entered into
by the Government after the effective date of
this funding agresment and effectuate those . -
license or other rights which are necessary
for the Government to meet its obligations to
foreign governments, their nationals and
international organizations under such
treaties or international agreements with
respect to gubject inventions made after the
date of the amendment.

(e} Agencies may add subparagraphs
to paragraph ({) of the clauges at
§ 401.14 to require the contractor to do
one or more of the following:

(1) Provide a report prior to-the close-
out of a funding agreement listing all
subject inventions or stating that there
were none,
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(2) Provide. upon request; the filing
date, serial number and title; a. copy of
the patent application; and patent
number and issue dat& for any subject
invention in any country in which the
contractor has applied for patents.

{3) Provide periodic (but no more
frequently than annual) listings of all
subject inventions which wete disclosed

. to the agency during the period covered
by therepoit. | - :

(£) if the contract is with-a nonprofit:

. organization and is for the eperation of -
a Government-owned contractor-
operated facility, the following will be
substituted for paragraph {k)(3) of the-
clausge at §401.14{a): -

(3} After payment of patenting costs,
licensing coats, payments to inventors, and
other expenses incidental to the
administration of subject inventions, the
balance of any royalties or income esrned
and retained by the contractor during any
fiscat year on subject inventicna under this or
any successor contract containing the same
requirement, up to any amount equal to five
percent of the budget of the facility for that
fiscal year. shall be used by the contractar for
scientific research, development, and

- education consistent with the research and
development mission and objectives of the
facility, including activitias that increase the
licensing potential of other inventions of the
facility. If the balance exceeds five percant,
75 percent of the excass above five percent
shall be paid by the contractor to the
Treasury of the United Stat¢s and the
remaining 25 percent shall be used by the
contractor only for the same purposes as
described above. To the axtent it provides the
most effective technology transfer. the
licensing of subject inventions shall be
administered by contractor employees on
location at the facility.

{g) If the contract ia for the operation
of a Government-owned facility,
agencies may add the following at the
end of paragraph {f} of the clause at
§ 401.14(a): ‘

(5} The contractor shall establish and
maintain active and effective procedures to
ensure that subject inventions are promptly
identified and timely disclosed and shall
submit a description of the procedures to the
contracting officer no that the contracting
offficer may avaluate and determine their
effectiveness. ’

§401.8 Exercise of march-in rights.

{a} The following procedures shall
gavern the exercise of the march-in
rights of the agencies set forth in 35
U.S.C. 203 and paragraph (j] of the
clause at § 401.14.

{b) Whenever an agency receives
information that it beifeves might
warrant the exercise of march-in rights,
before initiating any march-in
proceeding, it shall notify the contractor
in writing of the information and request
informal written or oral comments from

the contractor as well as information
relevant to the matter. In the absence of
any comments from the contractor
within 3¢ days, the agency may, at its
discretion, proceed with the procedures
below. If a comment is received within
30 days, or later if the agency has not
initiated the procedures below, then the
agency shall, within 60 days after it .
receives the comment, either initiate the
procedures below or notify the
contractor, in writing, that it will not-
pursue march-in righta on the basis of
the availabla information, =~

(c) A march-in proceeding ghalf be . .
initiated by the issuance of a written
notice by the agency to the contractor

and its assignee or exclusive licensee, as

appiicable and if known to the agency,
stating that the agency is considering
the exercise of march-in rights. The
notice shall state the rezsons for the

" proposed march-in in terms sufficient to
‘put the contractor on notice of the facts

upon which the action would be based
and shall specify the field or fields of
use in which the agency is considering
tequiring licensing, The notice shall
advige the contractor (assignee or-
exclysive licensee} of its rights, as set
forth in this section and in any
supplemental agency regulations. The
determination o exercise march-in
rights shall be made by the head of the
agency or his or her designee.

{d} Within 30 days after the receipt of
the written notice of march-in, the
contractor (assignee or exclusive
licensee} may submit in person, in
writing, or through a representative,
information or argument in opposition to
the proposed march-in, including any
additional specific information which
raises a genuine dispute over the
material facts upon which the march-in
is based. If the information presented
raises a genuine dispute over the

material facts, the head of the agency or

designee shall undertake or refer the .
matter to another official for fact-
ﬁnd.ing.-

(e) Fact-finding shall be conducted in
accordance with the procedures
established by the agency. Such
procedures shall be as informal as
practicable and be consistent with
principles of fundamental fairnesa. The
procedures should afford the contractor
the opportunity to appear with counsel,
submit documentary evidence, present
witnesses and confront. such persons as
the agency may present. A tranacribed
record shall be' made and shall be
availabie at cost to the contractor upon
request. The requirement for a
trangeribed record may be waived by
mutual agreement of the contractor and
the agency. Any portion of the march-in

~ proceeding, including a fact-finding

hearing that involves testimony or
evidence relating to the utilization or
efforts at obtaining utilization that are
being made by the contractor. its
agsignes, or licensees shall be closed to
the public, including potential licensees.
In accordance with 35 U.S.C. 202(c)(5},
agencies shall not disclose any such
information obtained during a march-in
proceeding to persons outside the
Government except when such releage
is autherized by the contractor (assignee
or licensee). . .

(f) The official conducting the faet-
finding shall prepare or adopt written
findings of fact and transmit them to the
head of the agency or designee promptly
after the conclusion of the fact-finding
proceeding along with a recommended
determination. A copy of the findings of
fact shall be sent to the contractor
(assignee or exclusive licensee} by
registered or certified mail. The - -
cantractor (assignee or exclusive
licensee) and agency representatives
will be given 30 days to submit written
arguments to the head of the agency or
designee; and, upon request by the
contractor oral arguments will be heid
before the agency head or designee that
will make the final determination.

(g) In cages in which fact-finding has
been conducted, the head of the agency
or designee shall base his or her
determination on the facts found,
together with any other information and
written or oral arguments submitted by
the contractor {assignee or exclusive
licensee) and agency representatives,
and any other information in the
administrative record. The consistency
of the exercise of march-in rights with
the policy and chjectives of 35 U.S.C.
200 shall alse be considered. In cases
referred for fact-finding, the head of the
agency or designee may reject only
those facts that have been found to be
clearly erronecus, but must explicitly
state the rejection and indicate the basis
for the contrary finding. Written notice
of the determination whether march-in
rights will be exercised shall be made
by the head of the agency or designee
and sent to the contractor {assignee or
exclusive licensee) by certified or
registered mail within 90 days after the
completion of fact-finding or 90 days
after oral arguments, whichever is later,
ar the proceedings will be deemed to
have been terminated and thereafter no
march-in based on the facts and reasons
upon which the proceeding was initiated
may be exercised.

{h) An agency may, at any time,
terminate a. march-in proceeding if it is
satiafied that it does not wish-to
exercise march-in rights. .
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" {i) The procedures of this Part shall
also apply to the exercise of march-in
rights against inventors receiving title to
subject inventions under 35 U.5.C. 202{d)
and, for that purpose, the term
“contractor” as uged in this section shall
be deemed to include the inventor.

(i1 An agency determination .
unfavorable to the contractor (assignee
" or exclusive licensee) shall be held in
abeyance pending the exhaustion of

appeals or petitions filed under 35 U.8.C,

203(2).

{(k) For purposes of this section the
term “exclusive licensee” includes a
partiaily exclusive licensee. )

(1) Agencies are authorized to issue
supplemental procedures not
inconsistent with this part for the
conduct of march-in proceedings.

§$401.7  Small business praference,
{a} Paragraph {k)(4) of the clauases at
§ 401.14 implements the small business
‘preference requirement of 35 U.S.C.
202(c}(7}(D). Contractors are expected to
use efforts that are reasonable under the
cirgumstances to attract smali business
licensees. They are also expected to give
small business firms that meet the
standard outlined in the clause a
preference aver other applicants for
licenses. What constitutes reasonable
eiforts to attract small business
licensees will vary with the
circumstances and the nature, duration,
and expense of efforts needed to bring
the invention to the market. Paragraph
_(k}{4) is not intended, for example, to
prevent nonprofit organizations from
providing larger firms with a right of
first refusal or other options in
.inventions that relate to research being
supported under long-term or other
arrangements with larger companies, - -
Under such circumatances it would not
be reasonable to seek and to give a
preference to small business licensees.
(b} Small business firms that believea
nonprofit organization is not meeting its _
obligations under the clause may report
their concerns to the Secretary. To the
extent deemed appropriate, the
Secretary will undertake informal
investigation of the concern, and. if
appropriate, enter into discuasions or
negotiations with the nonprofit
organization to the end of improving its
efforts in meeting its obligations under
the clause. However, in no event will the
Secretary intervene in ongoing
negotiations or coniractor decisions
concernirg the licensing of a specific
" gubject inveniion. All the above
investigations, discussions, and
negotiations of the Secretary will bein
coordination with other interested
agencies. including the Small Business
Administration; and in-the case of a

contract for the operation of a
Government-owned, contractor operated
research or production facility, the
Secretary will coordinate with the
agency responsible for the facility prior
to any discussions or negotiations with
the contractor. .

$401.8 Reporting on utilization of subject
inventions.

{a) Paragraph {h} of the clauses at
§ 401.14 and its counterpart in the clause
at Attachment A to OMB Circular A-124
provides that agencies have the right to
receive periodic reports from the
contractor on utilization of inventions.
Agencies exerciging this right should
accept such information, to the extent
feasible, in the format that the
contractor normaily prepeares it for its

~ own internal purposes. The prescription

of forms should be avoided. However,

any forms or standard questionnaires

that are adopted by an agency for this

purpose must comply with the

requirements of the Paperwork

Reduction Act. Copies shall be seat to
_ the Secretary.

(b} In accordance with 35 U.S.C.
202(c){5) and the terms of the clauses at
§ 401.14, agencies shall not disclose such
information to persons outside the
Government. Contractors will continue
to provide confidential markings to help
prevent inadvertent release outside the

- agency.

£401.9 Ratention of rights by contractor

employee Inventor. o
Agencies which allow an employee/

.inventor of the contractar to retain

*"rights to a subject invention made under

a funding agreement with a small
business firm or nonprofit organization
‘contractor, as authorized by 35 U.5.C.
202{d}, will impase upon the inventor at
least those conditions that would apply
to a smail business firm contractor
under paragraphs (d)(i) and (iii); (1){4):
(h): (i); and {j} of the clause at section
401.14(a).

§401.10 Government assignment to
contractor of rights in Invention of
government amployes.

"It any case when a Federal employee
.is a co-inventor of any invention made
under a funding agreement with a small
business firm 6r nonprofit organization
and the Federal agency employing such
co-inventor transfers or reassigns the
right it has acquired in the subject

" invention from its employee to the

contracter as authorized by 35 U.8.C.
202(e}, the assignment will be made
subject to the same conditions as apply
to the contractor under the patent rights
clause of its funding agreement.
Agencies may add additional conditions

50 long as they are consistent with 35
U.S.C. 201-2086.

§401.11 Appeals.
{a) As used in this section, the term
“standard clause” means the clause at
% 401.14 of this part and the clauses
previously prescribed by either OMB
Circular A-12¢4 or OMB Bulletin 81-22.
{b) The agency official initially
authorized to take any of the following
actions shall provide the contractor with

.a written statement of the basis for his

or her action at the time the action is
taken, including any relevant facta that
were relied upon in taking the action.

{1} A refusal to grant en extension
under paragraph (c){4) of the standard
clauses,

(2) A request for a conveyance of title
under paragraph (d) of the standard
clauses.

(3} A refusal to grant a waiver under
paragraph {i} of the standard clauses.

{4} A refusal to approve an
assignment under paragraph (k){1) of the
standard clanses.

(5} A refusal to grant an extension of
the exclusive license period under
paragraph k(2) of the clauses prescribed
by either OMB Circular A-124 or OMB
Bulletin 81-22.

(c) Each agency shalil establish and
publish procedures under which any of
the agency actions listed in paragraph
{b) of this section may be appealed to
the head of the agency or designee.
Review at thia leve] shall consider both
the factual and legal basis for the
actions and its consistency with the
policy and objectives of 35 U.S.C. 200~
208.

{d) Appeals pracedures established
under paragraph [c) of this section shail
include administrative due process
procedures and standards for fact-
finding at least comparable to thase set
forth in § 401.6{e}~{g) whenever there is
a dispute as to the factual basis for an
agency request for a conveyance of title
under paragraph (d) of the standard

" clause, including any dispute as to

whether or not an invention is a subject
invention.

{e) To the extent that any of the
actions described in paragraph (b of
this section are subject to appeal under
the Contracts Dispute Act, the
procedures under that Act will satisfy
the requirements of paragraphs (c} and
(d) of this section.

‘340112 Licensing of background patent

rights to third parties.

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

{b) A Federal agency will not require
the licensing of third parties under any
such provision unless the agency head
determines that the use of the invention

by others is necessary for the practice of

a subject invention or for the use of a
work object of the funding agreement
and that such action is necessary to
achieve practical application of the
subject invention or work object. Any
such determination will be on the record
after an opportunity for an agency
hearing. The contracter shall be given
prompt notification of the determiration
by certified or registered mail. Any
action commenced for judicial review of
such determination shall be brought
within sixty days after notification of
such determination.

§ 401,13 Adminiatration of patent rights
clayses,

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

{b} Agencies shall promptly grant,
unless there is a significant reason not
to. a request by a nonprofit organization
under paragraph k(2) of the clauses
prescribed by either OMB Circular A-
124 or OME Bulletin 81-22 inasmuch as
35 U.S.C. 202{c)(7) has since been
amended to eliminate the limitation on
the duration of exclusive licenses.
Similarly, unless there is a significant
reason not to, agencies shall promptly
approve an assignment by a nonprofit
organization to an organization which
has as one of its primary functions the
management of inventions when a
request for approval has been
necessitated under paragraph k(1) of the
clauses prescribed by either OMB
Circular A-124 or OMB Bulletin 81-22
because the patent managemen:
organization is engaged in or holds a
substantial interest in other
organizations engaged in the
manufacture or sale of products or the
use of processes that might utilize the

inventien or be in competition with
embodiments of the invention. As
amended, 35 U.5.C. 202{c}{7) no longer
contains this limitation. The policy of
this subsection should also ke followed
in connection with similar approvals
that may be required under Institutional

" Patent Agreements, other patent rights
clauses, or waivers that predate Chapter
18 of Title 35, United States Code.

{c) The President's Patent Policy
Memorandum of February 18, 1983,
states that agencies should protect the
confidentiality of invention disclosure,
patent applications, and utilization
reports required in performance or in
consequence of awards to the extent
permitted by 35 U.5.C. 205 or other
applicable iaws. The following
requirements should be followed for
funding agreements covered by and
predating this Part 401.

(1) To the extent authorized by 35
U.5.C. 205, agencies shall not disclose to
third parties pursuant to requests under
the Freedom of Information Act (FOIA)
any information disclosing a subject
invention for a reasanable time in order
for a patent application to be filed. With
respect to subject inventions of
contractors that are small business firms
or nonprofit organizations, a reasonable

. time shall be the time during which an .

initial patent application may be filed
under paragraph ¢ of the standard
clause found at 401.14(a} or such other
clause may be used in the fiinding
agreement. However, an agency may
disclose such subjsct inventions under
the FOIA, at its discretion, after a
contractor has elected not to retain title
or after the time in which the contractor
is required to make an election if the
contractor has not made an election
within that time. Similarly, an agency
may honor an FOIA request at its
discretion if it finds that the same
information has previously been
published by the inventor, contractor, or
otherwise. If the agency plans to file
itself when the contractor has not
elected title, it may, of course, continue
to avail itself of the aythority of 35
U.8.C. 205.

(2) In accordance with 35 U.S.C. 205,
agencies shall not disclose or release for
a period of 18 months from the filing
date of the application to third parties
pursuant to requests under the Freedom
of Information Act or otherwise copies
of any document which the agency
obtained under this clause which is part
of an application for patent with the U.S.
Patent and Trademark Office or any
foreign patent office filed by the
contractor {of its assignees, licensees, of
employees).on a subject invention to

which the contractor has elected to
retain title.

{3} A number of agencis have policies .
to encourage public dissemination of the
results of work supported by the agency
through publication in Government or
other publications of technical reports of
contractors ot others. In recognition of
the fact that such publication, if it
included descriptions of a subject
invention could create bars to obtaining
patent protection, it is the policy of the
executive branch that agencies will not
include in such publication programs

.. copies of disclosures of inventions
- submitted by small business firms. or

nonprofit organizations, pursuant to

- paragraph ¢ of the standard clause
" found at 401.14(a), except that under the

same circumstances under which
agencies are authorized to release such
information pursuant to FOLA requests
under paragraph {c)(1} of this section,
agencies may publish such disclosures.
{4) Nothing in this paragraph is
intenided to preclude agencies from
including in the publication activities
described in the first sentence of
paragraph (c){3) of this section, the
publication of materials describing a
subject invention to the extent such
materials were provided as part of a
technical report or other submiesion of
the conjractor which were submitted
independently of the requirements of the
patent rights provisions of the contract.
However, if ‘a amall business firm or
nonprofit organization notifies the
agency that a particular report or ather

submission contains a disclosure of a

subject invention to which it has elected
title or may elect title, the agency shail
use reasonable afforts to restrict its
publication of the material for six
months from date of its receipt of the .
report or submission or, if earlier, until
the contractor has filed an initial patent.
application. Agencies, of gourse, retain
the discretion to delay publication for
additional periods of time.

{5} Nothing in this paragraph (c} is
intended to limit the authority of -
agencies provided in 35 U.S.C. 205 in
circumstances not specifically described
in this paragraph (c}-

§401.14 Standard patent rights clauses.

{a) The following is the standard
patent rights clause to be used as
specified in § 401.3(a).

Patent Rights (Small Business Firms and
Nonprofit Organizations)

(a) Definitions. :

(1) “Invention” means any invention ar
discovery which is or may be patentable or
otherwise protectable under Title 35 of the
United States Code. or any noval vartety of

plant which is or may be protected under the

N

6l




25518 .

'Federal Register / Vol. 51, No. 134 / Monday, July 14, 1986 / Rules and Regulations

Plant Variety Protection Act (7 U.S.C. 2321 et
seq.). .

(2) "Subject invention” means any

invention of the contractor conceived or first

_actually reduced ta practice in the
performance of work under this contract,
provided that in the case of a variety of plant,
the date of determination (a8 defined in
section 41(d) of the Plant Variety Protection
Act, 7 U.S.C. 2401(d)) must also cccur during
the period of contract performancs.

{3) “Practical Application" means to
manufacture in the casa of a composition or
product, to practice in the case of a process

- or method, or to operate in the case of a
machine or system: and, in each case, under
such conditions as to establish that the -
invention is being utilized and that its .
benefits are, to the extent permitted by law or
Governmént regulations, available to the
public on reasonable terms.

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

(5) "Smail Business Firm" means a small
business concern as defined at Section 2 of
Public Law 85-536.(15 U.5.C. 832) and
implementing regulations of the
Administrator of the Small Business
Administration. For the purpose of this
clause, the size standards for small business
concerns invoived in Government
procurement and subcontracting at 13 CFR
121.3-8 and 13 CFR 121.3-12, respectively,
will be used, .

() *Nonpraiit Organization” means a
univarsity or other inatitution of higher
education or an organization of the type
described in section 501(c)(3) of the Internal
Revenue Code of 1954 (26 U.5.C. 501 (c) and
exempt from taxation under section 501(a) of
the Internal Revenue Code {25 U.S.C. 501(a)).
or any nonprofit scientific or educational
organization qualified under a state nonprofit
organization statute.

(b} Allocation of Principal Rights.

The conrtractor may retain the entire right,
title, and interest throughout the world to -

-each subject invention subject to the
provisions of this clause and 35 U.5.C. 203.
With respect to any subject invention in
which the contractor retains title, the Federal

* Government shall have a nonexcluaive,
nontransferable, irrevocable, paid-up license
to practice or have practiced for or on behalf .
of the United States the subject invention

. throughout the world.

{c} Invention disclosure, Election of Title

" and Filing of Patent Application by

Contractor. ’ :

(1) The contractor will disclose each =~ *
subject invention to the Fedengf agency
within two months after the inventor
discloses it in wriling to contractor personnel
responsible for patent matters. The disclosure
to the agency shall be in the form of a written
report and shall identify the controc? under
which the invention was made and the
inventor{s), it shail be sufficiently complete
in technical detail to convey a clear
understanding to the extent known at the:
time of the disclosure, of the nature, purpose,
operation, and the physicai. chemical,
biologicai or electrical characteristica of the-
invention. The disclosure shall also identify
any publication, on sale or public use of the

invention and whether a manuscript
describing the invention has been submitted
for publication and, if so, whether it has been
accepted for publication at the time of
disclogure. In addition, after disclosure to the
agency, the contractor will promptly notify

. the agency of the acceptance of any

manuscript desctibing the invention for
publication or of any on sale or public use
planned by the contractor.

{2) The controctor will elect in writing
whether or not to retain title to any such
invention by notifying the Federal agency
within twa years of disclosure to the Faderaf
agency. However, in any cass whers

_publication, on sale or public use has

initiated the one year atatutory period
wherein valid patent protection can stili be
obtained in the United States, the period for
election of title may be shortened by the
agency ta a date that is no more than 60 days
prior to the end of the stetutory period.

{3) The contractor will file its initial patent
application on a subject invention to which it
elects to retain title within one year after
election of title or, if earlier, prior to the end
of any statutory pericd wherein vaiid patent
pretection can be gobtained in the United
States after a publication, on sale. or public
usa. The contractor will file patent
applications in additional countries or
international patent offices within either ten
months of the corresponding initial patent
application or six months from the date
permission is granted by the Commigsioner of
Patents and Trademarks to file foreign patent

applications where such filing has been -

prohibited by a Secrecy Order.

{4) Requests for extension of the time for
disclosura, election, and filing under
subparagraphs (1), (2), and (3) may, at the
discretion of the agency, be granted.

(d) Conditions When the Government May
Obtain Title. .

The contractor will convey to the Federal
agency. upon written request, title to any
subject invention—

{i) If the contractor faila to disclose or elect
title to the subject invention within the times
specified in {c}, above, or elects not to retain
title: provided that the agency may only
request title within 80 days after learning of
the failure of the contractor to disclose or
elect within the specified times.

(ii} In those countries in which the
contractor fails to file patent applications
within the times specified in (c} above;
provided, however, that if the contractor has
filed a patent application in a country after
the times specified in {¢j above, but prior to
its receipt of the written request of the
Fedsral agency, the contractor shall continue
to retain title in that country.

(iii) In'any country in which the contractor
decides not to continue the prosecution of
any application for, to pay the maintenance
fees on, or defend in reexamination or
opposition proceeding on, a patenton a
subject invention.

(e} Minimum Rights to Contractor and
Protection of the Contractor Right to File,

{1} The contractor will retain a
nonexclusive royalty-free license throughout
the world in each subject invention tg which
the Government obtains title, exegept if the
contractor fails to disclose the invention

withint the times specified in (c], above. The
contractor’s license extanda to its domestic
subsidiary and affiliates, if any, within the
corporate structure of which the contractor is
a party and includes the right to grant
sublicenses of the same acope to the extent
the contractor waa legally obligated to do so
at the time the contract was awarded. The
license is transferable only with the approval
of the Federol agency except when
transferred to the successor of that party of
the contractor’s business to which the
invention pertains.

{2} The contractor's domestic license may
be revoked or modified by the funding
Faderal agency to the extent necessary o
achieve expeditious practical application of
the subject invention pursuant to an
application for an exclusive license submitted
in accardance with applicable provisions at
37 CFR Part 404 and agency licensing
regulations (if any}. This license will not be
revoked in that field of use or the
geographicai areas in which the contractor
has achisved practical application and
continues to make the benefits of the
invention reasonably accessible to the public.
The license in any foreign country may be
revoked or modified at the discretion of the
funding Federal agency 1o the extent the
contracior, its licensees, or the domestic
subsidiaries or affiliates have [ailed to
achieve practical application in that foreign
country.

(3} Before revocation or modification of the
license, the funding Federal agency will
furnish the contractor a written notice of its
intention to revoke or madify the license, and
the controctor will be allowed thirty daya (or
such other time as may be authorized by the
funding Federal agency for good cause shown
by the contractor) after the notice to show
cause why the license should not be revoked
or modified. The contractor has the right to
appeal, in accordance with applicable
regulations in-37 CFR Part 404 and agency
regulations (if any) concerning the licensing
of Government-owned inventions, any
decision concerning the revocation or
modification of the license.

{f) Controctor Action to Protect the
Government's Interest.

(1} The contractor agrees to execute or to
have executed and promptly deliver to the
Federal agency elil instruments necessary to

" [i) establish or confirm the rights the

Government haa throughout the world in
thoze subject inventions to which the
contractor elects to retain tide; and (i}
convey title to the Federal agency when
requested under paragraph {d) above and to
enable the Government to obtain patent
protection throughout the world in that
subject invention.

(2) The controctor agrees to require, by
written agreement, ita employees, other than
clerical and nontechnical employees, to
disclose promptly in writing to personnei
identified as responsibla for the
administration of patent mattars and in a
format suggested by the contractor each
subject invention made under contract in
order that the contractor can comply with the
disclosure provisiona of paragraph (c), above,
and to execute all papers necessary to file
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patent applications on subject inventions and
to establish the Governiment's rights in the
subject inventions. This disclosure format
should reqtire. as 8 mintmum, the
information required by (¢}(1), above. The .
contractor shall instruct such employees
through employee agreements or other
suitabile educationel programs on the
importance of reporting inventions in
sufficient time to permit the filing of patent
;pp!ica(iuns prior to U.S. or foreign atatutory
ars. :

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

{4) The contractor agrees to include, within
the specification of any United States patent
applications and any patent issuing thereon
covering a subject invention, the following
statement, “This invention was made with
Government support under (identify the
coniract) awarded by {identify the Federal
agency). The Government has certain rights
in the invention.”

(g} Subcontracts,

(1) The contractor will include this clause,
suitably modified to identify the parties. in all
subcontracts, regardiesa of ter, for
experimental, developmentai or research
work to be performed by a small business
firm or domestic nonprofit organization. The
subcontractor will retain all rights provided
for the contractor in this clayse, and the
contractor will not, as part of the
consideration for'awarding the subcontract,
obtain rights in the subcontractor's subject
inventions.

{2) The contractor will include-in all other
subcontracts. regardless of tier, for
experimental. developmental or research
work the patent rights clause required by
{cite section of agency implementing
regulations or FAR).

{3) In the case of subcontracts, at any tier,
when the prime award with the Federal
agency was g contract (but not a grant or
cooperative agreement), the ogency,
subcontractor. and the contractor agree that
the mutual obligations of the parties created
by this clause constitute a contract between
the subcontractor and the Federal agency
with respect to the matters covered by the
clause; provided, however, that nathing in
this paragraph is intended to confer any
jurisdiction under the Contract Disputes Act
in connection with proceedings under
paragraph (j) of this clause.

(h) Reporting on Utilization of Subject
Inventions.

The contractor agrees to submit on request
periodic reports no more {requently than
annuaily on the utilization of a subject
invention or on efforts at obtaining such
utilization that are being made by the
contractor or its licensees or assignees. Such
reports shall include information regarding
the status of development, date of first
commercial sale or use. gross royalties
received by the contractor, and such other
data and information as the agency may
reasonably speciiy. The contractor also

agrees to provide additional reports as may
be requested by the agency in connection

.- with any march-in proceeding undertaken by

the agericy in accordance with paragraph (j)
of this clause, As required by 35 U.5.C.
202{c)(5), the agency agrees it will not
disclose such information to persons outside
the Government without permission of the
contractarn

{i) Preference for United States Industry,

Netwithstanding any other provision of this
clause, the contractor agrees that neither it
nor any assignee will grant to any person the
exclusive right to use or seil any subject
inventions in the United States unless such
person agrees that any products embodying
the subject invention or produced through the -
use of the subject invention willbe -
manufactured substantially in the United

-States: However, in individual cases. the

requirement for such an agreement may be
waived by the Federal agency upen a
showing by the contractor or its assignee that
reasonable but unsuccessful efforts have
been made to grant licenses on similar terms.
to patential licensees that would be likely to
manufacture substantially in the United
States or that under the circumatances
domestic manufacture ia not commercially
feasible. .

(i) March-in Rights. -

. The contractor agrees that with respect to
any subject invention in which it hag
acquired title. the Federal agency has the
right in accordance with the procedures in 37
CFR 401.8 and any suppiemental regulations
of the agency to require the contractor, an
assignee or exclusive licensee of a subject
invention to grant a nonexcluaive, partiaily
exclusive, or exclusive license in any feld of
use to a responsible applicant or applicants,
upon terms that are reasonable under the
circumstances, and if the contractor,
assignee, or exclusive licenses refuses such a
request the Federal agency has the right to
grant such a license itself if the Federa/
agency determines that:

(1} Such action is necessary because the
coniractor or assignee has not taken. or is ot
expected to tuke within a reasonable time,
effective steps to achieve practical
appiication of the subject invention in such
field of use,

(2) Such action is necessary o alleviate
heaith or safety needs which are not
reasonably satisfied by the contractor,
assignee of their licensees;

(3] Such action is necessary to meet
requirements for public use specified by
Federal regulations and such requirements
are not reasonably satisfied by the
contractor, assignee or licensees; or

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

(k] Special Provisions for Contracts with
Nonprofit Organizations,

If the contractor is a nonprofit
organization, it agrees that:

(1} Rights to a subject invention in the
United States may not be assigned without
the approval of the Federal agency, except
where such assignment is made to an

organization which has as one of its primary
functions the management of inventions,
provided that such assignee will be subject to
the same provisicns as the contractor

(2) The contractor will share royalties.
collected on a subject invention with the
inventor, including Federal empioyee co-
inventors {when the agency deems it
appropriatej when the subject invention is

" assigned in accordance with 35 U.S.C, 202(e)

and 37 CFR 401.10;
(8) The balance of any royalties or income

- earned by the contracior with reapect to

subject inventions, after payment of expenses
(including payments to inventors) incidental
to the administration of subject inventions,
will be utilized for the support of scientific
research or education: and '

(4) It wiill make efforts that are reasonable
under the circumstances 1o attract licensees
of subject inventions that are small business
firms and that it will give.a preference to a
small businees firm when licensing a subject
invention if the contractor determines that
the small busineas firm has a plan or
proposal for marketing the invention which. i
executed. is equally as likely to bring the
invention to practical application as any
plans or.proposais from applicants that are
not smail business firms; provided, that the
contractor is also satisfied that the small
business firm has the capability. and
resources to-.carry out ils plan or proposal.
The decision whether to give a preference in
any specific case will be at the discretion of
the contractor. However, the contracior
agrees that the Secretary may review the
contractor's licensing program and decisions
regarding small business applicants, and the
contractor will negotiate changes to its
licensing policies, procedures, or practices
with the Secretary when the Secretary'a
review discloses that the coniractor could
{ake reasonable steps to implement more
effectively the requirements of this paragraph
k)4l

(1) Communications.

{Complete According to Instructions at
401.5(b}). -

(b} When the Department of Energy (DOE)
determines to use alternative provisions
under § 401.3{a)(4)}. the standard clause at
§ 401.14{a), above. shail be used with the
following modifications unless a substitute
clause is drafted by DOE:

(1) The title of the clause shail be changed
to read as follows:

Patent Rights to Nonprofit DOE Facility
Oparators

(2) Add an “{A)" after “(1)" in paragraph
{c){1) and add subparagraphs (B) and (C) to
paragraph (c)(1) as follows:

{B) If the subject invention occurred under
activities funded by the naval nuclear
propulsion or weapons related programs of
DQE, then the provisions of this
subparagraph {¢)(1}{B) will apply in lieu of
paragraphs (c)(2) and £3). In such cases the
contractor agrees to assign the Government
the entire right, title, and interest thereto
throughout the world (n and to the subject
invention except to the extent that rights are
retained by the contractor through a greater
rights determination or under paragraph (e},
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below. The contractor, or an employee-
inventor, with authorization of the contractor
may submit a request for greater rights at the
time the invention is disciosed or withina .

reasonable time thereafter. JHOE will process '_

such a request in accordance with procedures
at 37 CFR 401.15. Each determination of
greater rights will be subject to paragraphs
(h}-tk} of this clause and such additional
" conditions. if any, deemed to be appropriate -
by the Department of Energy.
{C) At the time an invention is disclosed in
_ -accordance with {¢){1)(A) above. or within 90
days thereafter, the contractor will submit a
written statement as to whether or not the
invention eccurred under a naval nuclear

propulsion or weapons-related-program of the . .

Department of Energy. If this statement is not
filed within this time. subparagraph (cj(1)(B)
will apply in lieu of paragraphs (c){2) and {3},
The contractor statement will be deemed
conclusive unless. within 60 days thereafter,
the Contracting Officer disagrees in writing,

- in which case the determination of the
Contracting Officer will be deemed
conclusive unless the contractor files a claim
under the Contract Disputes Act within 60

- days after the Contracting Officer's
determination. Pending resolution of the
matter, the invention will be subject to
subparagraph fc}{1](B).

(3) Paragraph (k)(3) of the clause will be
mudiffed as prescribed at § 401.5¢f).

§ 401.15 Deferred determinations.

{a) This section applies to requests for
. greater rights in subject inventions made
by contractors when deferred

. determination provisions were 1ncluded
in the funding agreement because one of
the exceptions at § 401.3(a} was applied,

excep! that the Department of Energy is
authorized to process deferred
determinations either in accordance
with its waiver regulations of this
gection. A contractor requesting greater
rights should include with its request
information on its plans and intentions
to bring the invention to practical
application. Within $0 days after
receiving a request and supporting
information, or sooner if a statutory bar
to patenting is imminent, the agency
should seek to make a determination. In
any event, if a bar to patenting is
imminent, unless the agency plans to file
on its own, it shall autherize the
contractor to file a patent application
pending a determination by the agency.
Such a filing shail normally be at the
contractor's own risk and expense.
However, if the agency subsequently
refuses to allow the contractor to retain
title and elects to proceed with the
patent application under Government
awnership. it shall reimburse the
contractor for the cost of preparing and
filing the patent application.

{b}] If the circumstances of concerns
which originally led the agency to
invoke an exception under § 401.3(a) are
not applicable to the actual subject
invention or are no longer valid because
of subsequent events, the agency should
allow the contractor to retain title to the
invention on the same conditions as
would have applied if the standard
clause at § 401.14{a} had been used
originally.

{c) If paragraph (b) is not applicable
the agency shall make its determination
based on an assessment whether its
own plans regarding the invention will
better promote the policies and
objectives of 35 U.S.C. 200 than will
contractor ownership of the invention.
Mareover, if the agency is concerned
only about specific uses or applications
of the invention, it shall consider leaving
title in the contractor with additional
conditions imposed upon the
contractor's use of the invention for
such applications of with expanded
Government license rights in such
applications.

(d} A determination not to allow the
contractor to retain title to a subject
invention or to restrict or condition its
title with conditions differing from those
in the clause at § 401.14(a), unless made
by the head of the agency, shall be '
appealable by the contractar to an
agency official at a level above the -
person who made the determination,
This appeal shall be subject to the
procedures applicable to appeals under
§ 401.11 of this part.

§ 401.16 Submissions and inquiries.

All submissions or inquiries should be
directed to Federal Technology
Menagement Policy Division. telephone
number 202-377-0659, Room H4837, U.S.
Department of Commerce, Washington,
DC 20230.

[FR Dqc. 88~15777 Filed 7-11-86: 8:45 am]
BILLING CODE 3510-18-#
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Title 35

Patents

§ 157, Slatutory invention regisiration

(a) Notwithstanding any other provision of this title, the Commissioner is autho-
rized to publish a statutory invention registration containing the specification and
dra}mngs of a reguiarly filed application for a patent without examination if the
applicant—

(1) meets the mquwemenu ot section 112 of this title;

(2) has complied with the requirements for printing, as set forth in regula-
tions of the Commissioner;

(3) waives-the right to receive a patent on:the invention within such period as
may be preseribed by the Commissioner; and -

(4) pays application, publication, and other processing fees established by the
Commissioner. -

If an interference is deciared with tespect to such an application, 2 statitory
invention registration may not be published unless the issae of priority of invention
is finaily determined in favor of the applicant..

(b) The waiver under subsection (aX3) of this section by an applicant shall take
effect ypon publication of the statutory invention registration.

(e} A statutory invention registration pubiished pursuant to this section shall have
ail of the attributes specified for patents in this title except those specified in section
183 and sections 271 through 282 of this title. A statutory invention registration
shait not have any of the attributes specified for patents in any other provision of
Iaw other than this titl. A statutory invention registration published pursuant to
this section shail give appropriate notice to the public, pursuant to regulations which
the Commissioner shall iasue, of the preceding provisions of this subsection. The
invention with respect to which a statutory invention certificate is publuhed m not a
patented invention for purposes of section 292 of thin title, - -

(dy TheSecrehryofCommmeshaﬂrepontnUnCongressannulilyonthem
of statutory imvention registrations. Such report shall include an assessment of the
degree to which agencies of the Federal Government are making use of the
statutery invention registration system, the degree to which it aids the management
of federally developed technology, and an assessment of the cost savings to the
Federsl Government of the use of such procedures,




§202, Disposition of rights.
- (a) Each nonprofit organization or small business firm may, within a reasonable time after
‘ disclosure as required by paragraph (cX1) of this section, elect to retain title to any subject
invention: Provided, however, That a funding agreement may provide otherwise (i) when the
contractor is not located in the United States or does not have a place of business located in
the United States or is subject to the control of a foreign government, (i} in exceptional
circumstances wihten it is determined by the agency that restriction or efimination of the right .
to retain title to any subject invention will better promote the policy and objectives of this
chapter(,] (iii) when it is determined by a Government authority which is authorized by
statute or Executive order to conduct foreign intelligence or counter-intelligence activities
that the restriction or eclimination of the right to retain title to any subject invention is
necessary to protect the security of such activities or, [(Jiv) when the funding agréement
inciudes the operation of a Government-owned, contractor-operated facility of the Depart-
ment of Energy primarily dedicated to that Department’s naval nuclear propulsion or
weapons related programs and ail funding agreement limitations under this subparagraph on
the contractor’s right to elect title to a subject invention are limited to inventions occurring
under the above two programs of the Department of Energy.[.] The rights of the nonprofit
organization or small business firm shall be subject to the provisions of paragraph (c) of this
section and the other provisions of this chapter [35 USCS §§ 200 et seq.]. :
(bX1) The rights of the Government under subsection (a) shall not be exercised by a Federal
agency unless it first determines that at least one of the conditions identified in clauses (i)
through (iv) of subsection (a) exists. Except in the case of subsection (a)(iii), the agency
shall file with the Secretary of Commerce, within thirty days. after the award of the
applicable funding agreement, a copy of such determination. In the case of a determina-
tion under subsection (a)(ii), the statement shall include an analysis justifying the
determination. In the case of determinations appliicable to funding agreements with small
business firms, copies shall alse be sent to the Chief Counsel for Advocacy of the Small
Business. Administration. If the Secretary of Commerce believes that any individual
determination or pattern of determtinations is contrary to the policies and objectives of this |
chapter or otherwise not in conformance with this chapter, the Secretary shalil so advise
the head of the agency concerned and. the Administrator of the Office of Federal
Procurement Policy, and recommend corrective actions,
- (2) Whenever the Administrator of the Office of Federal Procurement Policy has
determined that one or more Federal agencies are utilizing the authority of clause (i} or
(ii) of subsection (a) of this section in a manner that is contrary to the policies and
objectives of this chapter, the Administrator is authorized to issue regulations describing
classes of situations in which agencies may not exercise the authorities of those clauses.
(3) At least once each year, the Comptroiler General shall transmit a report to the
Committees on the Judiciary of the:Senate and House of Representatives on the manner in
which this chapter [35 USCS §§ 200 et seq.] is being implemented by the agencies and on
such other aspects of Government patent policies and practices with respect to federally
- funded inventions as the Comptroller General believes appropriate.
(4) If the contractor believes that a determination is contrary to the policies and objectives
of this chapter or constitutes an abuse of discretion by the agency, the determination shail
be subject to the last paragraph of section 203(2) [35 USCS § 203(2)].
----- (¢) Each funding agreement with a small business firm or nonprofit organization shall contain
appropriate provisions. to- effectuate the following: )
(1) That the contractor disclose each subject invention to the Federal agency within a
reasonable time after it becomes known to contractor personnel responsible for the
.,,, administration of patent matters, and that the Federal Government may receive title to
any subject invention not disclosed to it within such time.
(2) That the contractor make a written election within two years after disclosure to the
Federal agency (or such additional time as may be approved by the Federal agency)
whether the contractor will retain title to a subject invention: Provided, That in any case
where publication, on sale, or public use, has initiated the one year statutory period in
which valid patent protection can still be obrained in the United States, the period for
election may be shortened by the Federal agency to a date that is not more than sixty
days prior to the end of the statutory period: And. provided further, That the Federal
Government may receive title to any subject invention in which the contractor does not
elect to retain rights or fails to elect rights within such times.
(3) That a contractor electing rights in- a subject invention agrees to file a patent
application prior to any statutory bar date that may occur under this title [35 USCS §§1
et seq.] due to publication, on sale, or public use, and shall thereafter file corresponding
patent applications in other countries in which it wishes to retain title within reasonable
times, and that the Federal Government may receive title to any subject inventions in the
United States or other countries in which the contractor has not filed patent applications -
on the subject invention within such times..




§203. March-in rights _
{(1DJ(!. With respect to.any subject invention in which a small business firm or nonprofit
organization has acquired title under this chapter [35 USCS §§ 200 et seq.], the Federal
agency under whose funding agreement the subject invention was made shail have the right,
in accordance with such procedures as are provided in regulations promulgated hereunder to
reguire the contractor, an assignee or exclusive licensee of a subject invention to grant a
nonexclusive, partially exclusive, or exclusive license in- any field of use to a responsible
applicant or applicants, upon terms that are reasonable under the circumstances, and if the
contractor, assignee, or exclusive licensee refuses such request, to grant such a license itself, if
the Federai agency determines that such—

(a) action is necessary because the contractor or assignee has not taken, or is not expected

to take within a reasonable time, effective steps to achieve practical application of the

subject invention in such field of use; '

(b) action is necessary to alleviate health or safety needs which are not reasonably satisfied

by the contractor, assignee, or their licensess;

"(c) action is necessary to meet requirements for public use specified by Federal regulations

and such requirements are not reasonably satisfied by the contractor, assignee, or licensees;

or . . .

(d) action is necessary because the agreement required by section 204 {35 USCS § 204} has

not been obtained or waived or because a' licensee of the exclusive right to use or sell any

subject invention in the United States is in breach of its agreement obtained pursuant to

section 204 [35 USCS § 204]. : .
(2) A determination pursuant to this section ot section 202(b}(4) {35 USCS § 202(b)(4)] shall
not be subject to the Contract Disputes Act (41 US.C. § 601 et seq.) {41 USCS §§ 601 et
seq.]. An administrative appeals procedure shall be established by regulations promulgated in
accordance with section 206 {35 USCS §206]. Additionally, any contractor, inventor,
assignee, or exclusive licensee adversely affected by a determination under this section may, at
any time within sixty days after the determination is issued, file a petition in the United
States Claims Court, which shall have jurisdiction to determine the appeal on the record and
to affirm, reverse, remand or modify, [*,) as appropriate, the determination of the Federal
agency. In cases described in paragraphs (a) and (c), the agency’s determination shail be held
in abeyance pending the exhaustion of appeals. or petitions filed under the preceding sentence.

 §204, Preference for United States industry

Notwithstanding any other provision of this chapter, [35 USCS §§ 200 et seq.), no small
business firm or nonprofit organization which receives title to any subject invention and no
assignee of any such smalt business firm or nonprofit organization shall grant to any person
the exclusive right to use or sell any subject invention in the United States unless such person
agrees that any products embodying the subject invention or produced through the use of the
subject invention will be manufactured substantially -in the United States, However, in
individual cases, the requirement for such an agreement may be waived by the Federal
agency under whose funding agreement the invention was made upon a showing by the small
business {irm, nonprofit organization, or assignee that reasonable but unsuccessful efforts have
been made to grant licenses on. similar terms to potential licensees that would be likely to
manufacture substantially in the United States or that under the circumstances domestic
manufacture is not commerciaily feasible.

§ 208, Confidentiality - ' '

Federal agencies are authorized to withhold from disclosure to the public information
q:.sclosing_ any invention in which the Federal Government owns or may own a right, title, or
interest (including ‘2 nonexciusive license) for a reasonable time in order for a. patent
application to be filed. Furthermore, Federal agencies shail not be required to release copies
of any document which is part of an application for patent filed with the United States Patent
and Trademark Office or with any foreign patent office.

§ 206, Uniform clauses and regulations .

The Secretary of Commerce may issue regulations which may be made applicable to Federal
agencies implementing the provisions of sections: 202 through 204 of this chapter {35 USCS
§§ 202-204] and shall establish standard funding agreement provisions required under this
chapter {35 USCS §§.200 et seq.]. The regulations and the standard funding agreement shall
be subject to public comment before their issuafce:- SO




{d) After consideration of whether the interests of the Federai Government or United States
industry in foreign commerce will be enhanced, any Federal agency may grant exclusive or
partially exclusive licenses in any invention covered by a foreign patent application or patent,
after public notice and opportunity for filing written objections, except that a Federal agency
shail not grant such exclusive or partially exclusive license if it determines that the grant of
such license will tend substantially to lessen competition. or.resuit in undue concentration in
any section of the United States in any line of commerce to which the technology to be
licensed relates, or to create or maintzin other situations inconsistent with antitrust laws.
(¢) The Federal agency shail maintain a record of determinations to grant exclusive or
partially exclusive licenses.
{f) Any grant of a license shail contain such terms and conditions as the Federal agency
determines appropriate for the protection of the interests of the Federal Government and the
public, including provisions for the following:
(1) periodic reporting on the utilization or cfforts at obtaining utilization that are being
made by the licensee with particular reference to the plan submitted: Provided, That any
such information may be treated by the Federal agency as commercial and financial
information obtained from a person and privileged and confidential and not subject to
disclosure under section 552 of title 5 of the United Stares Code [5 USCS § 552);
(2} the right of the Federal agency io terminate such license in whole or in part if it
determines that the licensee is not executing the plan submitted with its request for a
license and the licensee cannot otherwise demonstrate to the satisfaction of the Federal
agency that it has taken or can be expected to take within a reasonable time, effective
steps to achieve practical application of the invention; - '
(3) the right of the Federal agency 1o terminate such license in whole or in part if the
lic;nsee is in breach of an agreement obtained pursuant {0 paragraph (b) of this section;
an

(4) the right of the Federal agency to terminate the license in whole or in part if the
'gm.ﬁ’ eddbemeedeil th‘;uli'::?h ac m:dl:.ftnmth to meet requirements for public use
speet y re ons. issu er the date of the i :

are not reasonably satisfied by the licanses. cense and such requirements

§210. Precedence of chapter
(a) This chapter {35 USCS §§ 200 et seq.] shall take precedence over any other Act which
would_ require a dxsposmop of rights in subject inventions of small business firms or nonprofit
organizations contractors in a manner that is inconsistent with this chapter [35 USCS §§ 200
et seq.], including but not necessarily limited to the following: '
TS A B it o e At o s 4
8&?3?%;%?5‘]?’ of the Act of August 14, 1946 (7 US.C. 1624(z); 60 Stat. 1090) [7
%}Ss;fleiﬁzs)%ég)tjg Ct;l?j l;;?g;ﬁ]’ Mine Safety.and Health Act of 1977 (30 US.C. 951(c);
‘ (;;)9;3:0;0 lg;(tc.:) 721‘; )tlﬁsNagoC:;al{j'li'%%i& )a]x;xd Motor Vehicle Safety Act of 1966 (15 U.S.C.
g%)o ;,e[r:u“zo;xJ S%Sog t{l;_}!l‘i]'?tional Science Foundation Act of 1950 42 U.S._C. 1871(a); 82 Stat.
{% csgcggr;séiz of the Atomic Energy Act of 1954 (42 U.S.C. 2182; 68 Stat. 943) [42
8’% ngc;:%l;;g:’, of the National Acronautics and Space Act of 1958 (42 U.5.C. 2457) [42
gg} s&gté‘g!; 6%2 ihe Coal Research Development Act of 1960 (30 U.S.C. 666; 74 Stat. 337)
(gg égcg:;:; 71 ]c:f the Helium Act Amendments of 1960 (50 U.S.C. 167b; 74 Stat. 920) {50
gltca? s:;x)oa 23%ng éh; gl_;:;:]s' Control and Disarmament Act of 1961 (22 U.S.C. 2572, 75
R e ——
D T s L et
[15 USCS § 205%0)) - ety Act (15 U.8.C. 2054(d); 86 Stat. 1211)







MrH CONGRESS '
4 Session IIQUSE OF REPRESENTATIVES

ReronT
94. 1hng

NATIONAL DEFENSE AUTHORIZATION ACT FOR F'!S(.‘,AL
YEAR 1987

CONFERENCE REPORT

{To acecompany 8. 263R)

SEC. 3. PROTECTION OF SENSITIVE TECHNICAL INFORMATION
ta) ProreErRTY RIGHTS IN INVENTIONS AND DMSCOVERIES.—When-

ever any conlractor makes an invention or discovery to which the '

title vests in the Department of Energy pursuant to exercise of sec-

tion 202a) (it} or (iv) of title 35, United States Code, or pursuant to
section 152 of the Atomic Energy Act of 1954 (42 U.S.C. 2182) or sec- .
tion 3 of the Federal Nonnuclear Energy Research and Development

Act of 1874 (42 US.C. 5808} in the course of or under any Govern-
men! contract or subcontract of the Naval Nuclear Propulsion Pro-
grem or the nuclear weapons programs or other atomic energy de-
fense activities of the Department of Energy and the contractor re-
quests watver of any or all of the Government’s property rights, the
Secretary of Energy may decide to waive the Government’s rights
and assign the rights in such invenlion or discovery. Such decision
shall be made within a reasonable time (which shall usually be six
months from the date of the request by the contractor for assign-
ment of such righis). .

tb) MartErs To Be ConsiDERED.—In making a decision under
this section, the Secretary shall econsider, in addition to the applica-
ble policies of section 152 of the Alomic Energy Act of 1954 (42
U.S.C. 2182) or subsections (c) and (d) of section 9 of the Federal
Nonnuclear Energy Research and Development Act of 1874 (42
U.S.C. 5308)— _

(1) whether national security will be compromised;

(2) whether sensitive technical information (whether classi-
fied or unclassified) under the Naval Nuclear Propulsion Pro-
gram or the nuclear weapons programs or other atomic energy
defense activities of the Department of Energy for which dis-
semination is controlled under Federal statules and regulations
will be released te unauthorized persons;

(3) whether an organizational conflict of interest contemplat-
ed by Federal statutes and regulations will result; and

(4) whether failure to assert such a claim will adversely affect
the operation of the Naval Nuclear Propulsion Program or the
- nuclear weapons programs or other atomic energy defense ac-
tivities of the Department of Energy.

JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF
CONFERENCE '

Protection of sensitive technical information (sec. 3131)

The House amendment contained a provision (sec. 3031) that
would require the Secretary of Energy to consider national securi-
ty, the possible release of sensitive technical irlormation to unau-
thorized persons, the creation of organizational conflicts of interest,
and possible adverse affects on the operation of Department of
Energy military activities when deciding to assign to a contractor
property rights in an invention or discovery.

e Senaté bill contained no similar provision.

The conferees concluded that inventions and discoveries originat-
ing in the military activities of the Department of Energy must be
carefully reviewed to ensure that assignment of property rights in
such inventiens and discoveries to contractors does not violate the
public interest. At the same time the conferees believe that careful
consideration of the matters as set out in the House amendment
should not give rise to long delays in decisions by the Department
of Energy regarding the assignment of property rights to contrac-
tors. The confereces agree that the Department of Energy review
process should not be, nor should it be perceived to be, a disincen-
tive to commercialization of government funded research where
such commericalization meets the criteria set forth. Moreover, the

conferees agree that a reasonable time for such decision should be
no more than six months from the date of the request by the con-
tractor for the assignment of such rights. _

The conferees direct that the Secretary of Energy submit a
report at the end of each quarter of fiscal year 1987 indicating the
reasons for any decision not to assign property rights requested by
the contractor and the reasons for any failure to make a decision
regardng the assignment of property rights within six months.

The Senate recedes with technical amendments.
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DEPARTMENT OF COMMERCE

Assistant Secretary for Productivity,
Technology and Innovation

37CFRCh.IV
[Docket N&. 41277=-41771

Licensing of Government Owned
inventions

AGENCY: Commerce Department
ACTION: Final rule.

SUMMARY: Pursuant to Pub. L. 98520,
which amended section 208 of Title 35,
United States Code, authority to
promuligate regulations concerning the
licensing of Federally owned inventions
has heen shifted from the Administrator -
of General Services to the Secretary of
Commerce, By this rule the Secretary is

- igsuing final regulations which are

identical in substance to and which
supersede the regulations of GSA
currently found af 41 CFR Subpart 101-
a2

"7
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EFFECTIVE DATE: This rule ic effective as
of November 8, 1984, the effective date
of Pub. L. 98-520, Suggestions for
changes should be submitted by March
1, 1985.

FOR FURTHER INFORMATION CONTACT:
Mr. Norman Latker, Director, Federal
Technology Management Policy
Division, Rm. H4835, Department of
Commerce, Washington, D.C. 20230.
Phone: {202} 377-0859, - -

SUPPLEMENTARY INFORMATION: To avoid
any uncertainty as to applicable
licensing procedures under section 208
of Title 35, United States Code, as
amended by Pub. L. 95-620, we are
adopting the following regulations,
which are identical in substance ta the
GSA regulations that are superseded.
The Department of Commerce will
shortly be reviewing these regulations to
determine if any changes are desirable,
We welcome any suggestions for
changes. It is the intent of the
Department to issue & Notice of
Propcsed Rulemaking before revising
these requlaiions.

This rulemaking relates to contracts
and section 553(a)(2) of the
Administrative Procedures Act provides
an unqualified exclusion from every
requirement of sgction 553 of the APA
for all rules relating to “public property,
loans, grants, befiefits and contracts.” 5
U.5.C, 553(a)(2). Therefore notice and
comment and the 30 day delayed
effective date are not required. The
Regulatory Flexibility Act does not
apply to this rulemaking because notice
and comment are not required by 5
U.S.C. 553 or any other law, This
rulemaking has no substantive effect,
and consequently is not a major rule as
defined in Executive QOrder 12201, The
collection of information under this
regulation has been approved by the
Office of Management and Budget under
GSA Control No. 3090-0108. A new
Department of Commerce number will
be assigned.

(35 US.C. 208)

List of Subjects 37 CFRCh. IV

 Inventions and patents.
Dated: March 8, 1965.
D, Bruce Merrifield,

Assistant Secretary Jor Produgtivily,.
Technology and Innovation.

Accordingly, a new Chapter [V is
added to Title 37 of the Code of Federal
Reguiations consisting of Parts 400403
which are reserved, and Part 404, to
read as {ollows: -

CHAPTER IV~=ASSISTANT SECRETARY
FOR PRODUCTIVITY, TECHNOLQGY AND

- INNOVATION, U.S, DEPARTMENT OF

COMMERCE

. PARTS 400~403 [RESERVED]

PARYT 404LICENSING OF
GOVERNMENT OWNED INVENTIONS

Ser,

4041 pe of part.

4042 Pohcy and objective.

4043 Definitions,

4044 Authority to grant licenses.

4045 Restrictions and conditions gn all

* - licenses granted under this part.

404.8 -Nonexclusive licenses,

4047 Exclusive a.nd parﬂally exclugive
licenses. .

4048 Application for. 8 license,

404.9 Notice to Attorney General,

40410 Modification and termination of
licenses,

40411 Appeals.

404,12 Protection gnd administration of
inventions.

404.13 Transfer of custody,

404.1¢ Confidentiality of information.

Authority: 35 U1.5.C. 208; and section 3(g] of
DOO 10-1.

§ 404.1 Scope of part.

This part prescribes the terms,
conditions, and procedures upon which
a federally owned invention, other than
an invention in the custody of the
Tennessee Valley Authority, may he
licensed. It supersedes the regulations at

-41 CFR Subpart 101~4.1. This part does

not affect licenses which (a) were in
effect prior to July 1, 1981; (b) may exist
at the time of the Government's
acquisition of title to the invention,
in¢luding those resulting from the
allocation of rights to inventions made
under Government research and
development contracts; (c) are the resulit
of an authorized exchange of rights in
the settlement of patent disputes; or (d}
are otherwige aunthorized by law or
treaty.

§404.2 Policy and abjective.

It is the policy and objective of this
subpart to use the patent system to
promote the utilization of inventions
arising from federally supported
research or develcpment.

§404.3 Definitions.

(a) “Federally owned invention”
means an invention, plant, or design-
which is covered by a patent, or patent
application in the United States, ora

patent, patent application, plant variety

protection, or other form of protection,
in a foreign country, title to which has
been assigned to or otherwise vested in
the United States Government.

(b) “Federal egency” means an
executive department, military

department, Government corporation, or
independent establishment, except the
Temnessee Valley Authority, which heas
custody of a federally owned invention.

{c) “Small business firm" means a
small business concern as defined in
section 2 of Pub. L. 85-536 (15 U.S.C. 632)
and implementing regulations of the
Administrator of the Small Business
Administration.

{d} “Practical application” means to
manufacture in the case of 8
composition or product, to practice in
the case of a process or method, or to
operate in the case of a machine or
system; and, in each case, under such
conditions as to establish that the
invention is being utilized and that its
benefits are to the extent permitted by
law or Government regulations
available to the public on reasonable
terms.

(e) “United States” means the United
States of America, its territories and
possessions, the District of Columbia,
and the Commonwealth of Puerto Rice.

§ 404.4 Authority to grant licenses.

Federally owned inventions shall be
made available for licensing as deemed
appropriate in the public interest.
Federal agencies having custody of
federally owned inventions may grant
nonexclusive, partially exclusive, or
exclusive licenses thereto under this
part.

§404.5 Restrictions and conditions on all
licenses granted under this part.

{a)(1) A license may be granted only if
the applicant has supplied the Federal
agency with a satifactory plan for
development or marketing of the
invention, or both, and with information
about the applicant's capability to fulfill
the plan.

{2] A license granting nghts to use or
sell under a federally owned invention
in the United States shall normally be
granted only to & licensee who agrees
that any products embodying the
invention or produced through the use of
the invention wil] be manufactured
substantially in the United States.

(b} Licenses shall contain such terms
and conditions as the Federal agency
determines are appropriate for the
protection of the interests of the Federal
Government and the public and are not
in conflict with law or this part. The
following terms and conditions apply to
any license:

{1} The duration of the license shall be
for a period specified in the license
agreement, uniess sooner terminated in
accordance with this part.

{2) The license may be granted for all
or less than all fields of use of the
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inventon or in specified geographical
areas. or both.

{3) The license may extend to
subsidiaries of the licensee or ather
parties if provided for in the license but
shall be nonassignable without approval
of the Federal agency, except to the
successor of that part of the licensee's
business to which the invention
pertains. -

{4) The licensee may provide the
license the right to grant sublicenses
under the Jicense, subject to the
approval of the Federal agency. Each
sublicense shall make referencn to the
license, inciuding the rights retained by
the Government, and a copy of such
sublicense shall be furnished to the
Federal agency.

(5} The license shall require the
licensee to carry out the plan for
development or marketing of the
invention, or both, to bring the invention

to practical application within a peried

specified in the license, and to continue
to make the benefits of the invention
reasonably accessible to the publie

{6} The license shall require the
licensee to report periodically on the
utilization or efforts at obtaining
utilization that are being made by the
licensee, with particular referenca to the
plan submitted.

(7] Licenses may be royalty-free or for
royalties or other consideration.

(8} Where an agreement is obtaizned
pursuant to § $04.5{a)(2} that any
products embodying the invention or
produced through use of the invention
will be manufactured substantially in
the United States, the license shall recite
such agreement,

{8) The license shall provide for the
right of the Federal agency to tetminate
the license, in whole or in part. it

() The Federal agency determ:nes that
the licensee ia not executing the plan
submitted with its request for a license
and the licensee cannot otherwise
demonstrate to the satisfaction of the
Federal agency that it has taken or can
be expected to take within a reasonable
time effective steps to achieve practical
application of the invention:

(if] The Federal agency determines
that such action is necessary to mest
requirements for public use specified by

Federal regulations issued after the dats

of the license and such requirements are
not reasonably satisfied by the licensee;

(i) The licensee has willfully made a
false statement of or willfully omitted a
material fact in the license application
or in any report required by the license
agreement: or

(iv) The licensee conunits a
substantial breach of a covenant or
agreement contained in the license.

{10) The license may be modified or
terminated, consistent with this part,
upon mutual agreement of the Federal
agency and the licensee,

(11) Nothing relating to the grant of a
license, nor the grant itseif, shall be
construed to confer upon any person
any immunity from or defenses under
the antitrust laws or from a charge of
patent misuse, and the acquisition and
use of rights pursuant to this part shall
not be immunized from the operation of
state or Federal law by reason of the
source of the grant.

§404.6 Ncnexclusive liconses,

(2) Nonexclusive licenses may be
granted under federally owned -
inventions without publication of
availability or notice of a prospective
license.

[b) In addition to the provisions of
§ 404.5, the nonexclusive license may
also provide that, after termination of a
period specified in the license
agreement, the Federal agency may
restrict the license to the fields of use or
geographic areas, or both, in which the
licensee has brought the invention to
practical application and continues to
make the benefits of the invention
reasonably accessible to the public.
However, such restriction shall be made
only in order to grant an exclusive or
partiaily exclusive license in accordance
with this subpart.

§ 404.7 Exclusive and partially exclusive
iicenses, .

{(a)(1) Exclusive or partially
exclusive domestic licenses may be
granted on federally owned inventions
three months after notice of the =
invention's availability has been
announced in the Federal Register, or
without such notice where the Federal
agency determines that expeditious
granting of such a license will best serve
the interest of the Federal Government
and the public: and in either situation,
enly if;

(i} Notice of a prospective license,
identifying the invention and the
prospective licensee, has been published
in the Federzl Register, providing -
opportunify for filing written objections
within a 80-day period; '

{if) After expiration of the period in
§ 404.7{a)(1){i} and consideration of any
written objections received during the
period, the Federal agency has
determined that:

{A} The interests of the Federal .
Govermnment and the public will best be
served by the praposed license, in view
of the applicant’s intentions, plans, and
ability to bring the invention to practical
application or otherwise promote the
invention’s utilization by the public;

{B) The desired practical application
has not been achieved, or is not likely
expeditiously to be achieved, under any
nonexclusive license which has been
granted, or which may be granted, on
the invention;

(C) Exclusive or partially exclusive
licensing is a reasonable and necessary

" incentive ta call forth the investment of

tisk capital and expenditures to bring
the invention to practical application or
otherwise promote the invention's
utilization by the publie; and

{D} The proposed terms and scope of
exclusivity are not greater than
reasonably necessary to provide the
incentive for bringing the invention to
practical application or otherwise
promote the invention's utilization by
the public;

(iii} The Federal agency has not
determined that the grant of such license

- will tend substantially to lessen

competition or result in undue
concentration in any section of the
country in any line of commerce to
which the technology to be licensed
telates, or to create or maintain other
situations inconsistent with the antitrust
laws; and

{iv) The Federal agency has given first
preference to any amail business firms
submitting plans that are determined by
the agency to be within the gapabilities
of the firms and as equally likely, if
executed, to bring the invention to
practical application as any plans
submitted by applicants that are not
small business firms.

{2) In addition to the provisions of
§ 4045, the following terms and
conditions apply to domestic exclusive
and partally exclusive licenses;

(i) The license shall be subject to the
irrevocable, royalty-free right of the
Government of the United States to
practice and have practiced the
invention on behalf of the United States
and on behalf of any foreign government
cr international organization pursuant to
any existing or future treaty or
agreement with the United States.-

{i{)} The license shall reserve to the
Federal agency the right to require the
licenses to grant sublicenses to
rasponsible applicants, on reasonable
terma, when necessary to fulfil] health
or gafety needs,

{fif} The license shail be subject to any
Gicensks in foree at the time of the grant
of the exclusive or partially exclusive

. licenyre,

(i) The license may grant the licensee
the right of enforcement of the licensed
patent pursuant {o the provisions of
Chapter 29 of Title 35, United States
Code, or other statutes, as determined

approprigte in the public interest.

(19
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{b}(1) Exclusive or partiaily exclusive

" licenses may be granted on a federally
owned invention covered by a foreign
patent, patent application, or other form
of protection, provided that;

{1) Notice of a prospective license,

- identifying the invention and )
prospective licensee, has been published
in the Federal Register, providing
cpportunity for filing written objections
within a 80-day period and following
consideration of such objections; -

(if) The agency has considered
whether the interests of the Federal
Government or United States industry in
foreign conrmerce will be enhanced; and

(iii) The Federal agency has not
determined that the grant of such license
will tend substantiaily to lessen
competition or result in undue
concentration in any section of the
Urited States in any line of commerce to
which the technology to be licensed
relates, or to create or maintain other
situations inconsistent with antitrust
laws.

{2) In addition to the provisions of

*§ 404.5 the following terms and
conditions apply to foreign exclusive
and partially exclusive licenses:

(i} The license shall be subject to the
irrevacable, royalty-free right of the
Government of the United States to
practice and have practiced the
invention on behalf of the United States
and on behalf of any foreign government
or international organization pursuant to
any existing or future treaty or
agreement with the United States,

(if} The license shall be subject to any
licenses in force at the time of the grant
of the exclusive or partially exclusive
license. '

.- (iif) The license may grant the licensee
the right to take any suitable and
necessary actions to protect the licensed
property, on behalf of the Federal
Government.

{c) Federal agencies shall maintain a
record of determinations to grant
exclusive or partially exclusive licenses.

.§ 404.8 Application for a license,
An application for a'license should be
addressed o the Federal agency having
‘custody of the invention and shall
normally include:
(2) ldentification of the invention for

" which the license is desired including

the patent application serial number or
patent number, title, and date, if known;

(b) identification of the type of license
for which the application is submitted;

(c} Name and address of the person,
company. or organization applying for
the license and the citizenship or place
of incorporation of the applicant:

(d) Name, address, and telepkone
number of the representative of the

’

applicant to whom correspordence
should be sent; '

" (e} Nature and type of applicant’s
business, identifying products or
services which the applicant has

~ successfully commercialized, and

approximate number of applicant's
employees; ' '

() Source of information concerning
-the availability of a license on the
invention;

{g) A statement indicating whether the
applicant is a small business firm as
defined in §$404.3(c} -

{h) A detailed description of
applicant's plar for development or
marketing of the invention, or both,
which should include: _

(1) A statement of the time, nature and
amount of anticipated investment of
capital and other resources which
applicant believes will be required to
bring the invention to practical
applicatiom;

{2} A statement as to applicant's
capability and intention to fulfil] the
plan, including information regarding
manufacuturing, marketing, financial,
and technical resources; .

(3} A statement of the fields of use for
which applicant intends to practice the
invention; and

{4) A statement of the geographic
areas in which applicant inteads to
manufacture any products embodying
the invention and geographic areas
where applicdnt intends to use or sell
the invention, or both: ‘

(i) Identification of licenses previously
granted to applicant under federally
owned inventions;

{i] A statement containing applicant's
best knowledge of the extent to which
the invention is being practiced by
private industry or Government, or both,
or is otherwise available commercially;
and

{k) Any other information which
applicant believes will support.a
determination to grant the license to
applicant.

§404.9 Hotice to Attorney Generzl,

A copy of the notice provided for in
§§ 404.7(a){1)(i} and 404.7{b){1)(ij will be
sent to the Attorney General.

§404.10 Modification and termnination of
licenses.,

_ Before modifying or terminating a
license, other than by mutual agreement,
the Federal agency shall furnish the
licensee and any sublicensee of record a
written notice of intentien to modify or
terminate the license, and the licensee
and any sublicensee shall be allowed 30
days after such naotice to remedy any
breach of the license or show cause why

the license shall not be modified or
n_erminaled.

§ 404.11

In accordance with procedures
prescribed by the Federal agency. the
following parties may appeal to the
agency head or designee any decision or
determination concerning the grant,
denizl, interpretation, modificatien, or
termination of a license:

(a} A person whose application for a
license has been denied.

(b) A Heensee whose license has been
modified or terminated, in whole or in
part: or

{c) A person who timely filed a
written objection in response to the
notice required by § 464.7{a}(1){i] or
& 404.7(L:}{1}{i) and who can
demonstrate to the satisfaction of the
Federal agency that such person may be
damaged by the agency action,

Appeais.

§404.12 Protection and administration of
inventions.

A Federal agency may take any
suitable and necessary steps to protect
and administer rights to federally owner
inventions, either directly or through
contract.

£ 404.13 Transfer of custody,

A Federal agency having cusiody of &
federally owned invention may transfer
custady and administration, in whole or
in part. to another Federa] agency, of the
right, title, or interest in such invention.

§ 404.14 Confidentiality of information.

Title 35, United States Code. section
209, provides that any plan submitted
pursuant to § 404.8(h) and any report
required by § 404.5(b)(6) may be treated
by the Federal agency as commercial
ang financial information obtained from
a persorn and privileged and confidential
and not subject to disclosure under
section 552 of Title 5 of the United
States Code.

[FR Doc, 85-5832 Filed 3-11-95; 8:45 am)
BILLING CODE 1310-18-M-
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DEPARTMENT OF COMMERCE

Otfice of the Secretary

National Tectinical information
Service

15 CFR Part 17

Appeal Procedures Refated To
Licensing of Patents Under the
Jurisdiction of the Department of
Commerce

AGEMCY: National Technical &rforenation
Service, Commerce.
AcTmion: Final rule.

SUMMARY: This new subpart sets forth
appellate procedures for patent licensing
in the Department of Commerce. This
regulation implements Pub. L. 96-517,

' The Patent and Trademark Amendments
of 1980, and the General Services
Administration Regulation in #41 CFR
Part 101-4 dealing with federatiy owned
inventions in the control af Federal
agencies with the exception of the
Tennessee Veiley Authority. This
subpart describes the terms, conditions
and procedures underwhich a party
may appeal fram a dedision of the
Director of the National Technical
Information Service conceming the
grant, denial, interpretation.,
modification ar termination of a license
of any paient i the custody of Lhe
Department of Commerce. This rule was
published for comment in the Federsl
Register on fanuary 4, 1984. No
comments were-geeeived within the 30-
day comment period.

EFFECTIVE DATE: Apri] 4, 1834.
FOR FURTHER INFORMATION CONTACT:
Michael R Rubin, 202-377-5304.

Secretary of Commerce has detegated
the responsibility of rendering decisions
concerning the licensing of Departrent
patants to the Director of the Nationet
Technical Information Service (NTTS).
This rmie deals with appealsto the
Assistant Secretary from that Direcior's
determinations punguant 19 €1 CFR Perrt
101-4.

List of Subjects in 15 CFR Pt 17
Invenfions aid pateats, Appaal
proceduces.

PART 17—{AMENDED]

Subpart C is addsad 10 15 CFR Part 17
as follows:

. - - -

Subpart C—Appeal Procedurss for
Licensing Departinent of Commerce
Patents

$TI.2t Purpose.

This subpart describes the terms,
conditions and procedures under which
a party mmey appeal from a decision of
the Director of the National Technical
Information Service concerning the
grant, denial, interpretation,
modification or terzination of a license
of any patent in the custody of the
Department of Commerce.

§17.22 Oefinitioas.

&) 41 CFR Part 1014 shall mean the
General Services Administration Final
Rule conocerning “Patents: Licensing of
Federaily Owired {aventions™ which (,K
was originally published in the Federal
Registar, 47 FR 152, Priday, August 6,
1982 at pages 34148 through 34151,

(b) Direvior skail mean the Director of
the Nativnal Techmical Information
Service, and sperating agency within the
U.S. Department of Commerce. '

{c) Assistant Secretary means the
Assistant Secretary for Productivity,
Technology and Innovation who is an
officer appeinted by the President and
confirmed by the Senate and is an
official to witom the Director reports
within ¢he Department of Commerce.

§ Y723 Aethorly togrant Scensws.

The Director has been duly delegated
authanity to snake any decision or
determination concerning the granting,
denial, interpretation, modification or
termination of any license of any patent
in the custody and control of the 11,8,
Departiment of Commerce. The decision
and deternrination of the Director is
final and conclusive on behalf of this
Department unless the procedures for
appeal set forth below are mitiated.

$17.2¢ Persoos who may appeal.

The {ollowing werwon(s} may appesi to
the Asasistam Secretary any decision or
determingfion ocozcerming the grant,
denial, interpretation, madification or
termination of a Boense:

(a] A petaon whose application for a
licenwe has been dended:;

(b} A ticensee whose licenme has been
modified or terminated in whole or in
part; or

{c} A persan who has timely filed a
writtan objection in respbonse to the
notice published in the Federal Register
as required by 41 CFR 1014.104- -
3(a){1%c)i) or 101-4.104-3(b){1)0i) and
who can demonstrate to the satisfaciton
of the Assistant Secretary that such
person may be damaged by the
Director's determination.

§17.25 Procedures

[a) Any appellant party(ies) who was
denied a license by the Director under
§ 17.24(aj shall not be entitled to an
adversary heating. Such party{ies) shall
file appropriate documents no later than
30 days from the receipt of the Director's
decision unless the Assistant Secretary
grants for good cause an extension of -
time. The natice, in concise and brief
terms, ahould state the grounds for
appee! and include copies of el
pertinent documents. Accompanying the
notice should be concise arguments as
to why the Director's decision should be
rejected ar modified.

{b) The Agsistant Secretary shalj.
render a written opinton within 30 days
of reoeiving all cequired documentation
in a nron-adversary appeal.

{c) Judicial review is aveilable as the
law permits,

§17.26 Adjudicatory.
{a) Any appellant party who seeka
review of the Director’s decision besed
upaon a modification or termination of &
license by the Director under § 1724(b),
or who has filed a timely objection and
can demonstrate damages as provided

in § 17.28{c), shall be entitled to an
adversary hearing in accord with the
provisions of the Administtative
Procedures Act {5 US.C. 554-557}. A

party may waive an adversary hearing
by filing a written waiver with the
Assistant Secretary.

(b} When an adversary hemring is
required under § 17.24 (b) or (c] the
Assistant Secretary shall eppoint as

- promptly as possible an Administrative

Law Judge who shall hold hearings no
later than 45 days from the date of the
appointment. The hearings will be
conducted in conformity with the -
objectives of the Administrative
Pracedure Act. The Administrative Law
Judge shall submit a written
recommendation to the Asaistant
Secretary no later than 30 days
subsequent to the hearing and/for the
filing of any required written arguments
or documentation,

(c} The Assistant Secretary shall
render a final written deciaion on behalf
of the Department based upon the
appeal file which shall include the
hearing record, exhibits, written
submissions of the party(ies), and the
recommendation of the Administrative
Law Judge. The Assistant Secretary's
decision shall include the rezsons which
form the-basis of the determination. The
final decision may uphold, everrule, or
madify the Director's decision or take
any action deemed appropriate.

(d) Judicial review is available as the
law permits. :

Dated: February 29, 1984,

D. Bruce Mermifieid,
Assistant Secretary for Productivity,
TYecinology and Innovation.
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CONFERENCE REPORT
Y9-1001
ITo accompany § 26148]

NATIONAL DEFENSE AUTHORIZATION ACT FOR FISCAL

[}
YEAR 1T pup. L. 99-g61
SEC. 953 RIGHTS IN TECHNICAL DATA
__{a) RicHTS IN TECHNICAL DaTA.—Subsection (a) of section 2320 of
title 10, United States Code, is amended to read as follows:

“taX1) The Secretary of Defense shall prescribe regulations to
define the legitimate interest of the United States and of a contrac-
tor or subcontractor in technical data pertaining to an item or proc-
ess. Such regulations shall be included in regulations of the Depart-
ment of Defense prescribed as part of the Federal Acquisition Regu-
lation. Such regulations may not impair any right of the United
States or of any contractor or subéontractor with respect to patents
or copyrights or any other right in technical data otherwise estab-
lished by law. . :

“(2) Such regulations shall include the following provisions:

‘“tA) In the case of an item or process that is developed by a
contractor or subcontractor exclusively with Federal funds, the
United States shall have the unlimited right to—

“(t) use technical data pertaining to the item or process;
or

(i) release or disclose the tecknical data to persons oul-
side the government or permit the use of the technical data
by such persons.

(B} Except as provided in subparagraphs (C) and (D), in the
case of an ilem or process that is developed by a contractor or
subcontractor exclusively at private expense, the contractor or
subcontractor may restrict the right of the United States to re-
lease or disclose technical data pertaining to the item or process
to persons outside the government or permit the use of the tech-
nical data by such persons. '

"(C)‘:?qbpamgmph (B) does not apply to technical data that—

(1) constitutes a correction or change to data furnished
by the United States;

‘:(u) relates to form, fit, or function;

_“(itd) is necessary for operation, maintenance, installa-
tion, or training (other than detailed manufacturing or
process data); or

“(iv} is otherwise publicly available or has been released
or disclosed by the contractor or subcontractor without re-

, Strictton on further release or disclosure. :

(D) Notwithstanding subparagraph (B) the United States
may release or disclose technical data to persons outside the
Goverg}ment, or permit the use of technical data by such per-
sons, 1f—

‘(i) such release, disclosure, or use—

‘tI} is necessary for emergency repair and overhaul:
or

3
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“tIl) is a release or disclosure of technical data (other
than detailed manufacturing or process data) to, or use
of such data by, a foreign government that is in the in-
terest of the United States and is required for evalua-
tional or informational purposes;

“fii) such release, disclosure, or use is made subject to a
prohibition that the person to whom the data is released or
disclosed may not further release, disclose, or use such
data; and

“(iii} the contractor or subcontractor asserting the restric-
tion is notified of such release, disclosure, or use.

‘YE) In the case of an item or process that is developed in part
with Federal funds gnd in part at private expense, the respec-
tive rights of the United States and of the contractor or subcon-
tractor in technical data pericining to such item or process
shall be agreed upon as early in the acquisition process as prac-
ticable (preferably during contract negotiations) based upon
consideration of all of the following factors: -

“) The statement of congressional policy and objectives
in section 200 of title 35, the statement of purposes in sec-
tion 2(b) of the Small Business Innovation lg)evelopment Act
of 1982 (15 U.S.C. 638 note), and the declaration of policy
in section 2 of the Small Business Act (15 U.S.C. 631).

“ii} The interest of the United States in increasing com-
petition and lowering costs by developing and locating al-
ternative sources of supply and manufacture.

. *fiii) The interest of the United States in encouraging
contractors to develop at private expense items for use by
- the Government.

“(F) A contractor or subcontractor (or a prospective contractor
‘or subcontractor) may not be required, as a condition of being
responsive to a solicitation or as a condition for the award of a
contract, to sell or otherwise relinquish to the United States any
rights in technical data except—

C“ i) rights in technical data described in subparagraph
(C) or

“{it) under the conditions described in subparagraph (D).

“(G) The Secretary of Defense may—

“li} negotiate and enter into a contract with a contractor
or subcontractor for the acquisition of rights in technical
data pertaining to an item or process developed by such
contractor or subcantracior exclusively dt private expense if
necessary to develop alternative sources ofpsupply and man-
ufucture; or

“(ii) agree to restrict rights of the United States in techni-
cal data pertaining to an item or process developed entirely
or in part with Federal funds if the United States receives
a royalty-free license to use, release, or disclose the data for
purposes of the United States (including purposes of com-

titive procurement).

(3 Tﬁ: Secretary of Defense shall define the terms ‘developed’
and ‘private expense’ in regulations prescribed under paragraph (1).

"(Jf For purposes of this subsection, the term ‘Federal Acquisition
Regulation’ means the single system of Government-wide procure-

/23




ment regulations as defined in section §(4}) of the Office of Federal
Procurement Policy Act (41 US.C. $03(4)).".

(b) Varipation oF Proprierary Dara RESTRICTIONS.—Subsec-
tions (a) and (b) of section 2321 of title 10, United States Code, are
amended to read as follows:

“(a) A contract for supplies or services entered into by the Depart-
ment of Defense which provides for the delivery of technical data
shall provide that a contractor or subcontractor at any tier shall be
prepared o furnish to the contracting officer a written Justification
for any restriction asserted by the contractor or subcontractor on the
right of the United States to use such technical data.

“bXx1) The Secretary of Defense shall ensure that there is a thor-
ough review of the appropriateness of any restriction on the right of
the United Stlates to release or disclose technical data delivered
under a contract to persons oulside the Government, or to permit the
use of such technical data by such persons. Such review shall be
conducted before the end of the three-year period beginning on the
date on which final payment is made on a contract under which
technical data Is reguired to be delivered, or the date on which the
technical data is delivered under such contract, whichever is later.

“IXA) If the Secretary determines, at any time before the end of
the three-year period beginning on the date on which final payment
is made on a contract under which technical data is required to be
delivered. or the date on which the technical data s delivered
under such contract, whichever is later, that a challenge to a resiric-
tion is warranted, the Secretary shall provide written notice to the
contractor or subcontractor asserting the restriction. Such a determi-
nation shall be based on a finding by the Secretary that reasonable
grounds exisl o question the current validity of the asserted restric-
tion and that the continued adherence to the asserted restriction by
the United States would make it impracticable to procure the item
competitively at a later time. Such notice shall—

“i) state the specific grounds for challenging the asserted re-
striction;
““4ii) require a response within 60 days justifying the current
validity of the asserted restriction; and
“wiii) state that evidence of a validation by the Department of
Defense of a restriction identical to the asserted restriction
within the three-year period preceding the challenge shall serve
as justification for the asserted restriction if—
“I) the validation occurred after a review of the validat-
ed restriction under this subsection; and
““IT) the validated restriction was asserted by the same
contractor or subcontractor (or any licensee of such contrac-
tor or subcontractor) to which such notice is being provided.
“tB) Notwithstanding subparagraph (A), the United States may
challenge a restriction on the release, disclosure, or use of technical
data delivered under a contract at any time if such technical data—
‘(i) is publicly available;

“Yii) has been furnished to the United States without restric-.

tion; or

“iii) has been otherwise made available without restriction.”.

{¢) ConrorMiNG AMENDMENTS.—Section 1202 of the Department
05 Defense Authorization Act, 1985 (10 U.S.C. 2301 note), is amend-
ed—

(1) by inserting “and" at the end of paragraph (4%

(2} by striking out ' and" at the end of paragraph (5) and
inserting in lieu thereof a period; and

(3) by striking out paragraph (6. :

(d) DEADLINE FOR REVISION OF REGULATIONS.—(1} Proposed regu-
lations under section 232(KaX1) of title 10, United States Code (as
amemnded by subsection {a)), shall be published in the Federal Regis-
ter for commeni not later than 90 days after the date of the enact-
ment of this Act.

(2) Proposed final regulations under such section shall be pub-
lished in the Federal Register not later than 180 days after the date
of the enactment of this Acl.

(e) ErFective DaTe—The amendments made by subsections (a)
and (b shall apply to contracts for which solicitations are issued
after the end of the 210-day period beginning on the date of the en-
actment of thig Act.

SEC. 954. RECOVERY OF COSTS TO PROVIDE TECHNICAL DATA

_ (a) In GENERAL—(1) Chapter 137 of title 10, United States Code,
is amended by adding after section 2327 (as added by section 951)
the following new section:

“§2328. Release of technical data

“(a) IN GENERAL.—(1} The Secretary of Defense shall, if required
to release technical data under section 552 of title 5 (relating to the
Freedom of Information Act), release technical data to a person re-
questing such a release if the person pays all reasonable costs atirib-
utable to search and duplication.

“(2) The Secretary of Defense shall prescribe regulations, pursuant
to notice and receipt of public comment, specifying a uniform sched-
ule of fees under this section.

" “tb} Disposition oF Costs.—An amount received under this sec-
ion—

“f1) shall be retained by the Department of Defense or the ele-
ment of the Department of Defense receiving the amount; and

“(2} shall be merged with and available for the same purpose
and the same time period as the appropriation from which the
costs incurred in complying with requests for technical data
were paid.

“lc) Warver.—The Secretary of Defense shall waive the payment
of costs required by subsection (a) which are in an amount greater
than the costs that would be required for such a release of informa-
tion under section 552 of title 5 1f—

(1) the request is made by a citizen of the United Stales or a
United States corporation, and such cilizen or corporation certi-
fies that the technical data requested is required to enable such
citizen or corporation to submit an offer or determine whether it
is capable of submilling an offer to provide the product to
which the technical data relates to the United States or a con-
tractor with the United States (except that the Secretary may re-
quire the citizen or corporation to pay a deposit in an amount
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equal to not more than the cosl of complying with the request,
lo be refunded upon submission of an offer by the citizen or cor-
poration); .

“2) the release of technical data is requested in order lo

 comply with the terms of an international agreemenlt; or

“2) the Secretary determines, in accordance with section
55%aXfXA) of title 5, that such a waiver is in the interests of
the United States.”.

(2) The table of sections at the beginning of such chapter is
amended by adding after the item relating to section 2327 (as added
by section §71) the following new item:

“2328. Release of technical data.”
(b) Erpective DATE.—The amendments made by this section shall

take effect at the end of the 90-day period beginning on the date of
the enactment of this Act. '
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SEC 987, PREFERENCE FOR NONDEVELOPMENTAL ITEMS-
(a) In GENERAL.—(1} Chapter 137 of title 10, United States Code,
is amended by adding at the end the following new section:

«§2325. Preference for nondevelopmental ilems

‘wa) Prererence.—The Secretary of Defense shall ensure that, to
the maximum extent practicable— .

“(1} requirements of the Department of Dcfense with respect
to a procurement of supplies are stated in terms of—

‘“tAJ functions to be performed;
‘“¢B} performance required; or )
“(1 essential physical characteristics,

“2) such requirements are defined so that nondevelopmental
items mayv be procured to fulfill such requirements; and

3 such requirements are fulfilled through the procurement
of nondevelopmental ilems.

“b) InpLeMENTaTION.—The Secretary of Defense shall carry out
this section through the Under Secretary of Defense for Acquisition,
who shall have responsibility for its effective implementalion.

‘o) REGULATIONS.—The Seeretary of Defense shall prescribe regu-
lations to carry out this section.

“d! DeFINITION.~—In this section. the term ‘nondevelopmental
Item ' means— ‘ )

“It anv item of supply that is available in the commercial
marketplace; _ o

“(2) any previously-developed item of supply that is in use by
a department or agency of the United States, a State or local
government. or a foreign government with which the United
States has a mulual defense cooperation agreement;

) anv item of-supply described in paragraph (11 or (2) that
requires only minor modification in arder lo mee! the reguire-
menls of the procuring agency: or

"4 a{:_\' it(‘;m of sui)ply that is currently being produced that
does not meel the requirements of paragraph (1), {2), or (3 solely
because the ftem—

“tA)is not yvet In use: or .
“(B1 1s not vet availuble i the commercial marketplace.”.

(21 The table of sections al the beginning of such chapter is

amended by adding at the end the following new ttem:

v 0325 Preference fur nondecelopmental items ™

41 The Secretary of Defense shall prescribe regulations us re-
quired by section J2.23(c) of title 10, United States Code (as added by
subsection (aXl)), before the end of the 180-day period beginning on
the dute of the enactment of this Act.

(b) REyiovaL OF IMPEDIMENTS TO ACQUISITION OF NONDEVELOP-
MENTaL ITEvs ~~(1} The Secretary of Defense shall submit to the
Committees on Armed Services of the Senate and House of Repre-
senlatives a report—

{A) identifying actions taken, including training of personnel
and changes in regulations and procurement procedures, to im-
plement the requirements of section 2425 of title 10, United
States Code (as added by subsection (aX1);

(B) identifying all statutes and regulations that are deter-
mined by the Secretary to impede the acquisition of nondevelop-
mental ifems by the Department of Defense; and

(C) recommending any legislation that the Secretary considers
necessary or appropriate to promale maximum procurement of
nondevelopmental items to fulfill the supply requirements of
the Department of Defense.

(2 The .ggcretaly shall take appropriate steps to remove any im-
pediments identified by the Secretary under paragraph (i1XA) that
are under the jurisdiction of the Secretary.

(4) The report required by paragraph (1) shall be submitted before
the end of the one-year period beginning on the date of the enact-
ment of this Act.

(c) Evarvarion By CoMPTROLLER GENERAL.—(1) The Comptroller
General shall conduct an independent evaluation of the actions
taken by the Secretary of Defense to carry out the requirements of
‘s(e;‘(t;'j)n':?é’% of title 10, United States Code {as added by subsection
aXi)

{2} The Comptroller General shall submit to the Committees on
Armed Services of the Senate and House of Representatives a report
o;z éhe evaluation required by paragraph (1) Such report shalf in-
clude— .

(A) an analysis of the effectiveness of the actions taken by the
Secretary to carry out the requirements of section 2325 of title
10, United States Code (as added by subsection (aX1));

(B) a description of any programs conducted to notify acquisi-
tion pemonnefaf the Department of Defense of the requirements
of such section and to train such personnel in the appropriate

procedures for carrying out such section;

(C) a description of each law, regulation, and procedure
which prevents or restricts maximum practicable use of nonde-
velopmental items to fuclli!l the supply requirements of the De-
partment of Defense; an .

(D) such recommendations for additional legislation as the
Comptroller General considers necessary or appropriate to pro-
mote maximum procurement of nona’eue!opmenm[J items fo ful-

ill the supply requirements of the Department of Defense.

{3} The report required by paragraph () shall be submitted before
the end of the two-year period beginning on the date of the enact-
ment of this Act.

(d) DEFiNrrioNn.—For the purposes of subsections (b) and (c), the

" term “‘nondevelopmental items'' has the meaning given such term in

section 2325(d) of title 10, United States Code (as added by subsec-
tion {aX1). ‘ :



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF
CONFERENCE

Rights in technical data (sec. 953)

The Senate bill contained a provision (sec. 953) that would re-
quire the Secretary of Defense to prescribe regulations defining the
rights of the United States, its contractors and subcontractors, in
technical data relating to items sold to the Department of Defense.

The House amendment contained a similar provision (sec. 913).

The Senate recedes with an amendment.

The conferees agreed to the House provision which would reguire
the Department of Defense to publish regulations defining the
terms “developed” and “at private expense”. Efforts to define the
terms have been ongoing since 1962 without resolution. Because of
the lack of definitions in the Federal Acquisition Regulations and
the Defense Supplement to those regulations, the military depart-
ments have differed in their approach on the issue. The conferees
agreed that a uniform a proaclli throughout the Department of De-
fense was desirable and necessary. In addition, the conferees be-
lieve that everv effort should be made to make the policy and defi-
nitions similar in the Department of Defense and the civilian agen-
cies to the extent the agencies are dealing with similar items.

Although agreeing that some flexibility in defining terms is nec-
essary, the conferees believe that a statement of congressional
intent is appropriate. The conferees believe that previously pro-
posed Department of Defense regulations published for public com-
ment September 10, 1985, defined the term “developed” in an ex-
cessively stringent manner by requiring an “actual reduction to

- practice”—a term of art used to establish an inventor’s priority
rights under the patent laws. The conferees agree that, for pur-
poses of determining whether an item or process has been devel-
oped at privaie expense, an item should generally be considered
“developed” if the item or process exists and reasonable ons
skilled in the applicable art would conclude that a high probability
exists that the item or process will work as intended. The conferees
determined, however, that, because circumstances may exist in
which such a standard may be inappropriate, crafting of more
exact parameters would be better accomplished through the regula-
tory process.

In addition, the conferees agree that as a matter of general
policy “at private expense” development was accomplished without
direct government payment. Payments by the government to reim-
burse a contractor for its indirect costs would not be considered in
determining whether the government had funded the development
of an item. Thus, reimbursement for Independent Research and De-
velopment expenses and other indirect costs (capital funds and
profits), although such payments are in indirect support of a devel-
?pn‘lient effort, are treated for purposes of this Act as contractor

unds.

The conferees also agreed that, although Congress has mandated
increased competition in the Department of Defense's acquisition of
goods and services, many alternatives exist to achieve that goal
and do so more effectively, without coercing contractors and sub-
contractors into relin uisging legitimate rights in technical data.
On the other hand, where the government is likely to purchase a
substantial number of these items in the future, the government
should attempt to acquire unlimited rights in data for items devel-
oped at private expense.

The Department of Defense should generally seek to acquire the
same rights in data that a commercial customer would in acquiring
the same product. For example, if a contractor were to purchase an
item in the commercial sector, it would not receive unlimited
righta to use, release or disclose technical data necessary to manu-
facture the item or perform the necessary processes to manufac-
ture the item. If a confractor paid for a modification to an existing
item, it may acquire rights in data to the modification but not the
rights to use, release or disclose data to the underlying product. If,
on the other hand, one contractor pays another contractor to devel-
op a new item, the purchasing contractor, to some extent, is paying
for the expertise of the developing contractor and, if so, is like g to
acquire the rights to manufacture or release and disclose the data
to someone else to manufacture. In the event funds are mixed in
such a way that ne clear allocation of funds from either party to
the development of a segregable item can be determined, the par-
ties should agree to the rights to be accorded each party. The same
applies to the government in contracting with its suppliers,

hen entering into a contract with a supplier for which the gov-
ernment will fund directly a portion of the development costs, the
government must evaluate whether its contribution is substantial
enough to warrant the government's unlimited rights to use, re-
lease or disclose technical data pertaining to that item. The De-
partment of Defense should establish by policy negotiation objec-
tives to be used as guidance in determining whether the govern-
ment should acquire rights when the contractor would be entitled
to retain them and the trade-off when paying for some portion of
the development. Such guidance should factor into account the
number of items to be purchased in the future, the amount of fund-
ing contributed by the government, if any, and other variables that
would take into account the benefit to be achieved by the govern-
ment acquiring unlimited rights to use, release or disclose such
data. The conferees agree that such guidance should also provide
that, with exception, the government should not require a contrac-
tor to provide technical data relating to commercial products,
except tﬂat data necessary for maintenance, repair and training.

Notwithstanding the above, the government should continue to
evaluate, in determining which contractor should receive a con-
tract, whether the government will have the ability to compete the
item in future acquisitions—either through the acquisition of data
rights or a requirement to develop alternative sources. /2 7




The conferees agreed to make the provisions of this section appli-
cable in 210 days. The Department of Defense is required to issue
proposed regulations within 90 days and final regulations within

180 days. This will allow the public to comment on the proposed

regulations, as well as review the final regulations 30 days prior to
their effective date. The conferees hope that with the requirement
to publish the final rules 30 days before they become effective the
public will have the opportunity to review the regulations as they
have been adjusted from the initial proposed regulations, prior to
their becoming effective. Finally, the amendment would clarify
that the validation procedures required under this section apply
only as to technical data delivered under contracts entered into
after the effective date of this Act. As to data required to be deliv-
ered under contracts entered into prior to the effective date, the
standards in effect on the date the contract was entered into con-
tinue to apply. .

The conferces also agreed to the Senate provision requiring noti-
fication o a contractor that technical data delivered with restrict-
ed rights was released or disclosed under section 2320(D). The con-
ferees wish to make clear that the notification need not be made
prior to the government's release, but should be made as soon as
reasonably possible.

Recovery of costs to provide technical data (sec. 954)

The House amendment. contained a provision (sec. 935) that
would authorize the government to charge those who do not need
the technical data to bid on a government contract an amount
equal to the true administrative cost of searching for and reproduc-
ing the data. The provision would require the release of data at no
additional cost to any requestor who is a U.S. citizen or U.S. corpo-
ration that will certify that it needs the data in order to bid on or
perform a government contract. In addition, the provision would
authorize the Defense Department organization that responds to
the request to retain those amounts recovered under this section.

The Senate bill contained no similar provision,

The Senate recedes with an amendment deleting the provision in
the House amendment specifying that the fees established under
this section may not exceed those established under section 8761 of
title 31. Because that section related to user fees, which are consist-
ent with the cost recovery allowed under this section, the conferees
concluded the reference was confusing and unnecessary. The

amendment would also provide that the definition of technical data -

is the same as provided under section 2302 of title 10, United
States Coce, and would clarify that this provision is not intended to
prevent the government from requiring contractors to provide a re-
fundable bond in order to secure technical data.

This provision is not intended to require the agency to establish
new procedures for release of technical data packages with bid sets,
and the conferees strongly advocate the continuation of the exist-
ing procedures for releasing technical data to bidders at the time
bid sets are provided. The conferees are aware of numerous in-
stances, however, when extraordinary volumes of technical data
have been requested when the requestor did not require the data to
bid on a government contract or to determine whether it could bid
on a future requirement. The conferees agreed that in such cases
the government ought 1o be able to recover the full cost of dedicat-
ing personnel and equipment to provide such data.

This provision is also not intended to have an affect on the stand-
ards for releasing data. The Department of Defense shall continue
to determine releasability based on existing law, and this provision
relates only to the fees which the government may change once a
determination as to releasability is made.
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Preference for nondevelopmental items (sec. 307)

The Senate bill contained a provision (sec. 945) that would estab-
lish a preference for the procurement, where appropriate, of nonde-
velopment, or off-the-shelf, items. The provision would establish a
requirement that, to the maximum extent praciicable, the services
define requirements so that nondevelopment items could be used
and fulfill those requirements using nondevelopment items. In ad-

dition, the Senate provision would require the Department of De--

fense to issue implementing regulations, designate a person respon-
sible for overseeing the implementation, and submit a report to
Congress within one year detailing the actions taken to implement
these requirements.

The House amendment (sec. 905) would add a new section to
chapter 137 of title 10, United States Code, that would establish a
preference for the acquisition of nondevelopmental items. This new
section would require the Department of Defense, to the maximum
practicable extent, to state its requirements in the broadest func-
tional description and in such a manner that nondevelopmental
iterms may be offered to fulfill those needs. In addition, it would re-
quire an independent evaluation by the Comptroller General of the
actions taken by the Secretary of Defense. it would also require the
Secretary of Defense to identify impediments to the Defense De-
partment's acquisition of nondevelopmental items, to remove those
impediments within his jurisdiction, and to recommend to Congress
any legislative changes the Secretary deems necessary.

The Senate recedes with an amendment that would: (1) direct
that the Secretary of Defense appoint the Under Secretary of De-
fense for Acquisition to be the official responsible for implementa-
tion of this policy; (2) require the Secretary of Defense to submit a
report to the Committees on Armed Services of the Senate and
House of Representatives identifying actions taken to implemeni
the reguirements of this provision; (3) provide that the Department
of Defense fulfill its requirements through the procurement of non-
developmental items; (4) clarify that the Department of Defense
should state its requirements in the broadest possible terms, be it
in terms of required functions, performance or essential physical
characteristics; (5) delay the deadline for the General Accounting
Office report on the progress made by the Department of Defense
to two years; and (6) add to the definition of nondevelopmental
items, items currently being produced, but not yet in use or not yet
available in the commerical markeiplace. The conferees agreed to
the additional category of items to ensure that newly developed
products would be able to compete on an equal basis with products
already in the marketplace but to continue to distinguish between
items already produced and those that require continuing develop-
menl or testing prior to actual production.
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PUBLIC LAW 98-377 [H.R. 3208} Oclober 30, 1984

SMALL BUSINESS AND FEDERAL PROCUREMENT COMPE.-
TITION ENHANCEMENT ACT OF 1984

BHOKT TITLE; TABLE OF CONTENTS

1. This ther with the follo iable of contents,
nu? wgqlem;lted as ?{: 5 Business and F wﬁer&l Procurement

Compeunon Enhancement Act of 1984".

PURFOSES

Ssc. 101. The purposes of this Act are to—
(l) elammnh lEmcummumt. procedures and practices that un-
it full and open competition for contracts;
(2) promqla the use of contracting opportunities as a means to
expand the industrial base of the Uniled Slales in order to
ensure adequale responsive capobility of the economy to the
increased demands of the Government in times of national
smergency; and
(3) foater opportunities for the increased parllc:pauon in the
.competitiv< nrocurement process of small business concerns and
" mmall business concerns owned and controlled by socially and
y du-dvmtaged mdmduais

PUBLIC LAW 88-52b JH.R. 5167); Octuber 15, 1984

DEPARTMENT OF DEFENSE AUTHORIZATION
ACT, 1985

TITLE XII—PROCUREMENT POLICY REFORM AND OTHER
PROCUREMENT MATTERS

Part A—Suont Time AND CoNaRESSIONAL FINDINGS

BHORT TITLE

Sec. 1201. TFhis tltle may be cited as the “Defense Procurement
Reform Act of 1984",

OONGRHBIONAL FINDINGS AND POLICY

Skc. 1202. The Congress finds that recent dlsclosurea of exceasive
R:yments by the Depariment of Defense for r Jllemshment paris
ve undermined confidence by the public and Congresa in the
defense procurement system. The Secretary of Defense should make
every effort to reform procurement practices relating to replenish-
ment parts. Such efforts should, among other matters, be directed to
the elimination of excessive e‘rncmg of replenishment spare parts
ﬁ tlge secovery of unjustified payments. Specifically, the Secretary
u  — .
(1) direct that officials in the Department of Defense refuse to
enter into contracts unleu the propoaed pnces are fair and
reasonabie;

(2) continue and accelerate ongoing efforts to improve defense
contracting procedures in order ta encourage effective competi-
tion and assure fair and reasonable prices;

(3) direct that replenishment parts be acquired in economic
order quaniities and on a multiyear basis whenever feasible,
practicable, and coat effeclive;

(4) direct that standard or commercial parts be used whenever
such use is technically acceptoble and cost effective;

5) vngorously continue reexamination of pohcma relating to
acquisition, pricing, and management of replenishment parts
and of techmca! data related to such paris: and ~ - -
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DEFINITIONS
Skc. 102, Section 4 of the Office of Federal Policy Procurement Act

is amended—

(1) by striking out “and” at the end of paragraph (7};

-(2) by striking out the period at the end of paragraph (8) and
inserting in lieu thereof a semicolon; and

(3) by adding at the end thereof the following new paragrapha:

*49) the term ‘technical daia’ means recorded information
(regardless of the form or method of the recording) of a scientific
or iechnical nature (including computer software documenta-
tion) relating to supplies procured by an agency. Such term does

not include computer software or financial, administrative, cost

or pricing, or management data or other information incidental
to coniract administration; =

“(10XA) the term ‘major system’ means a combination of
elementa thal will function together to produce the capabilities
required to fulfill a mission need, which elements imay include
hardware, equipment, software or any combination thereof, but
exc‘:iludes construction or other improvements to real property;
an : .
‘“‘B) a system shall be considered a major system if (i) the
Department of Defense is respongible for the system and the
tolal expezditures for research, development, test and evalua-
tion for the system are estimated to be more than $75,000,000
(based on fiscal year 1980 constant dollars) or the eventual total
expenditure for procurement of more than $300,000,000 (based
on fiscal year 1980 constant dollars); (ii) a civilian agency is
responsible for the syatem and total expenditures for the system
are estimated to exceed $750.000 (based on fiscal year 1980
conatant dollars) or the dollar threshold for a ‘major aystem’
established by the agency pursuant to Office of Management
and Budget (OMB) Circular A-109, entitled ‘Major Systems
Acquisitions’, whichever is greater; or (iit) the system is desig-
nated a ‘major system’ by the head of the agency responsible for
the system; and

“(11) the term ‘item’, ‘item of supply’, or ‘supplies’ means any
individual part, component, subassembly, assembly, or subsys-
tem integral to a major system, and other property which may
be replaced during the service life of the system, and includes
spare paria and replenishment spare parts, but does not include
p?cknging or labeling associated with shipment or identification
of an “item’.”.

DOD AUTHORIZATION ACT, 1985

PaeT B—AMENDMENTS 10 CHAPTER 137 o TiTLE 10, UNITED STATES

Cope

DEFINITIONS

Sec. 1211. Section 2302 of title 10, United States Code, is amended
by adding at the end thereof the following new paragraphs:

‘44) *“Technical data’ means recorded information (regardless
of the form or method of the recording) of a scientific or
technical nature (including computer software documentation)

" relating to supplies procured by an agency. Such term does not

include computer software or financial, administrative, cost or
pricing, or management data or other information incidenta! to
contract administration. _ : o

“(5) ‘Major system’' means a combination of elements that will
function together to produce the capabilities required to fulfill a
mission need. The elementa may include hardware, equipment,
software or any combination thereof, but excludes construction
or other improvements to real property. A system shall be
considered & major system if (A) the Department of Defense is
responsible for the system and the total expenditures for re-
search, development, test, and evaluation for the system are
estimated to be more than §75,000,000 (based on fiscal year 1980
conatant dollars) or the eventual total expenditure for procure-
ment of more than $300,000,000 (based on fiscal year 1980
constant dollars); (B) a civilian agency is responsible for the
system and total expenditures for the system are estimated to
exceed §760,000 (based on fiscal year 1980 constant dollars)-or
the dollar threshold for a ‘major system’ established by the
agency pursuant to Office of Management and Budget (OMB)
Circular A-109, entitled ‘Major Systems Acquisitions’, which-
ever is greater; or (C) the system is designated a 'mqjor system’
by the head of the agency responsible for the system.”.
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TITLE li—-AMENDMENTS TO THE FEDERAL PROPERTY AND
ADMINISTRATIVE SERVICES ACT OF 1949

FLANNING FOR FUTURE COMPETITION

Sec. 201. (a) Section 303B of the Federal Property and Administra-
tive Services Act of 1949 (hereafter in this title referred to as “the
Act”) is amended by adding at the end thereof the following new
subsection: _

“(X1XA) In preparing a solicitation for the award of a develop-
ment contract for a major system, the head of an agency shall
consider requiring in the solicitation that an offeror include in its
offer proposals described in subparagraph (B). In determining
whether Lo require such proposals, the head of the agency shall give
due consideralion to the purposes for which the system is being
procured and the technology necessary to meet the system's re-
quired capabilities. If such proposals are required, the head of the
sgency shall consider them in evaluating the offeror's price.

“(B) The proposals that the head of an agency is to consider
requiring in a solicitation for the award of a development contract
are the (ollowing:

") Proposals to incorporate in the design of the major system
.. items which are currently available within the supply system of
" - . the Federal agency responsible for the major system, available
.elsewhere in the national supply system, or commercially avail-

- able from more than one source.

.. (i) With respect to items that are likely to be required in

.. substantial quantities during the system's service life, proposals

to"incorporate in the design of the major system items which
_ }hf Uniled States will be able to acquire competitively in the
uture.

“(2XA) In preparing a solicitation for the award of a fr'oduction
contract for a major system, the head of an agency shall consider
requiring in the solicitation that an offeror include in its offer
proposals described in subparaﬁraph (B). In determining whether to
require such proposals, the head of the agency shall give due
consideration to the purposes for which the system is being procured
and the technology necessary to meet the sﬁstem'a required capabili-
ties. I such proposals are required, the head of the agency shall
consider them inevaluating the offeror’s price. _ .

DOD AUTHORIZATION ACT, 1985

PLANNING FOR PROCUREMENT OF SUPPLIES AND FOR FUTURE
COMPETITION

Sec. 1213. (a) Section 2305 of title 10, United States Code, is
amended by adding at the end thereof the following new
subsections;

*(dX1XA) The Secretary of Defense shall ensure that, in preparing
a solicitation for the award of a development contract for a major
system, the head of an agency consider requiring in the solicitation

at an offeror include in its offer proposals described in subpara-

ph (B). In determining whether to require such proposala, the
ead of the agency shall give due consideration to the purposes for
which the system is being procured and the technology neceasary to
meet the system’s required capabilities. If such proposals are re-
quired, the head of the agency shall consider them in evaluating the
offeror’s price. . .

“(B) The proposals that the head of an agency is to consider
requiring in a solicitation for the award of a development contract
are the following: . )

" “(i) Proposals to incorporate in the design of the major system
items which are currently available within the supply system of
the Federal agency responsible for the major system, available
elsewhere inatﬁ:e national supply system, or commercially avail-
able from more than one source. - ' . )

“{ii) With respect to items that are likely to be required in
substantial quantities during the system'’s service life, proposala
to incorporate in the design of the major system items which

' glse United States will be able to acquire competitively in the

ture. : :

“(2XA) The Secretary of Defense shall ensure that, in t_|:u-ep|a,ring a
solicitation for the award of a production contract for a major
system, the head of an agency consider requiring in the solicitation

t an offeror include in its offer proposals described in subpara-

ph (B). In determining whether to require such proposals, the
md of the agency shall give due consideration to the purposes for
which the system i8 being procured and the technology necessary to
meet the system’s required capabilities. If such proposals are re-
quired, the {Fead of the agency shalil consider them in evaluating the
offeror's price. : _ S
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“(B) Th 1a that the head of an sgency is to consider
req(uil)'ing ?n I;rgopl(il:?tation for the award of a production contract are
prolpo-alu identifying opportunities to ensure that the United Stales
will be

able to obtain on a competitive basis iteme procured in-

conneclion with the system that are likely to be reprocured in
substanlial quantities fluring the service life of the system. Pro-
Foaah submi’ted in response to such requirement may include the
ng: :
ollom“‘g Proposala to provide to the United States the right to use
technical data to be provided under the contract for competitive
reprocurement of the item, together with the cost to the United
States, if any, of acquiring such technical data and the right to
uch dala. '
u"e'(?i) gropomla for the qualification or development of mulki-
e sources of supply for the item. : L
'1:5' If the head of an sgency is making a noncompetitive award of
a development contract or a production contract for a major system,
the factors specified in paragrapha (1) and (2) to be considered in
evaluating an offer for a contract may P" considered as objectives in
zotiating the contract to be awarded.”. ]
!W&,) The amendment made et::lv subsection (a) shail apply with
res to any solicitation issued more than 180 days after the dale
of the enactment of this Act.

DOD AUTHORIZATION ACT, 1985

“(B) The proposals that the head of an agency is to consider
requiring in a solicitation for the award of a production contract are
gr_ﬁroeala identifying opportunities to ensure that the United States

be able to obtain on a competitive basis items procured in
connection with the system that are likely to be reprocured in
substantial quantities during the service life of the system. Pro-
Wubmtwd in response to such requirement may include the
ollo : '

g
“(i) Proposals to provide to the United States the right to use

technical data to be provided under the contract for competitive - -

reprocurement of the item, together with the cost to the United
States, if any, of acquiring such technical data and the right to
- use such data. '

* “(ii) Proposals for the ‘a_lualiﬁcation or development of multi- -

ple sources of supply for the item.

“(3) If the head of an agency is making a noncompetitive award of |
a development contract or a production contract for a major system, -

the factors specified in paragraphs (1) and (2} to be considered in

evaluating an offer for a contract may be considered as objectives in

negotiating the contract to be awarded.”. = -
(b) The amendment made by subsection (a) shall take effect at the
:lllli(: ﬁhe 180-day period beginning on the date of the_ enactment of
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ENCOURAQING NEW COMPETITORS

8zc. 202. (a) Title Il of the Act is amended by inserting after
section 303C the following new section:

“ENCOURAGEMENT OF NEW COMPETITION

*“Skc. 363D. (a) In this section, ‘qualification requirement’ means a
requirement for testing or other quality assurance demonstration
that must be completed by an offeror before award of a contract.

“(b) Except as provided in subseclion (c), the head of the agency
shal), before enforcing any qualification requirement— -

“(1) prepare a wrillen justification stating the necessity for
establishing the qualification requirement and specify why the
qual Il:;lcatmu requirement must be demonstrated before contract
award;

*(2) specily in writing and make available to a potential
offeror upon rﬁueat all requirements which a prospective of-

- feror, or its product, must satisfy in order to become qualified,

_such-requirements to be limited to those least restrictive to
meet the purposes necessitating the establishment of the quali-
fication requirement;

“(3) apecify an estimate of the costs of testing and evaluation
'lil(e{yrel,:::l be incurred by a potential offeror in order to become
qualified;

. "(4) ensure that a poiential offeror is provided, upon request,
a prompt opportunity to demonstrate at its own expense (except
as provided in subsection (d)) its ahili:g,v to meet the standards
specified for qualification using qualified personnel and facili-
ties of the agency concerned or of another agency obtained
through interagency agreement, or under contract, or other
methods a‘rproved y the agency (including use of approved
tde:ting an }evaluntlun services niot provided under contract to

e agency); : ,

“(b) if testing and evaluation services are provided under
coatract to the _afency for the purposes of clause (4), provide to
the extent posaible that such services be provided by a contrac-
tor who Ia not expected to benefit from an absence of additicnal
qualified sources and who shall be required in such contract {o
adhere to any restriction on technical data assarted by the
potential offeror seeking qualification; and .

. *46) ensure that a potential offeror seeking qualification is

. I:‘mmpﬂy informed as to whether qualification s attained and,

the event qualification is not attained, is promptly furnished
specific information why qualification was not attained.

DOD AUTHORIZATION ACT, 1985

“§ 2319. Encouragement of new competitors

“{a) In this section, ‘qualification requirement’ means a require-
ment for teating or other quality assurance demonstration that must
be comﬁlxeted by an offeror before award of a contract.

“(b) pt as provided in subsection (c), the head of the agency
shall, before establishing a qualification requirement—

“(1) prepare a written justification stating the necessity for

. establishing the qualification requirement and sgcify why the
qual;lil'ication requirement must be demonstrated before contract
award; '

“(2) specify in writing and make available to a potential
offeror u;)on mueat all requirements which a prospective of-
feror, or its product, must satisfy in order to become qualified,
such requirements to be limited to those least restrictive to
meet thq purposes necessitating the establishment of the quali-
fication requirement;

“(8) specify an estimate of the costs of testing and evaluation
hk:}ﬁ- I;?i be incurred by a potential offeror in order to become
quaiitied; ’ '

“(4) ensure that a potential offeror is provided, upon request
using qualified personnel and facilities of the agency concerned
or of another agency obtained through interagency agreement,
or under contract, or other methods approved by the agency
(including use of approved testing and evaluation services not
provided under contract to the agency); '

“(6) il testing and evaluation services are provided under
contract to the agency for the purposes of clause (4}, provide to
the extent possible that such services be |'3rovided by a contrac-
tor who is not expected to benefit from an absence of
additional qualified sources and who shall be required in such
contract to adhere to any restriction on technical data asserted
by the potential offeror seeking qualification; and .

. “(6) ensure that a potential offeror seeking qualification is
promptly informed as to whether qualificalion is attained and,
in the event qualification is not attained, is promptly furnished
specific information why qualification was not attained.
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11} Subsection (b) of this section does not apply with reapect to
. rulildnlgaﬂoarm:imt eatablished by statute prior to the dals
of enactment ol . o
provided in (), if it is unreasonable io
s %,y%:emlﬁ forq p::hicfn a prospective offeror or
ils product must satisly, a determination to that effect shall be
submitted to the advocate for competition of the procuring aclivity
responaible for the purchase of the item subject to the qualification
requirement. Afler considering any comments of the advecate for
competition reviewing such determination, the head of the procur-
ing activity may waive the requirements of paragraphs (2) 4 rough
(6) of subsection (b) for up to two years with respect to the item
subject to the qualification requirement. :

“(3) The waiver authority contained in p. ragraph (2) shall not
lprl with respect to any qualified products ‘;L : )

(f) A potential offeror may not be denied the opportunity to
submit and have considered an offer for a contract solely because
the potential offeror has not been identified as meeting a qualifica-
tion requirement, if the potential offeror can demonstrate to the
satisfaction of the contracting officer that the potenl:ml offeror or its
product meets the standarr.ﬂ established for qualification or can
meet such standards before the date speci for award of the
contract. :

*(5) Nothing contained in this subsection requires the referral of
an offer to the Small Business Administration pursuant to section
8(bXT) of the Small Buginess Act if the basis for the referral is a
chailenge by the offeror to either the validity of the qualification
requirement or the offeror’s compliance with such requirement.

“(6) 'I'he head of an agency need not delay a proposed procurement
in order to comply with subsection (b) or in order to provide a
potential offeror with an ;:r rtunity to demonstrate its ability to
meet the standards specifi ?:r qualification.

DOD AUTHORIZATION ACT, 1985

“(c)1) Subgection (b) of this section does not apply with i'eupect toa

qualification requirement established by statute or administrative

action before the date of the enactment of the Defense Procurement

Reform Act of 1984 unless euch requirement is & qualified products -

L.
“(2XA) Except as provided in subparagraph (B), if it is unreasonable
to specily the standards for qualification which a prospective offeror

“or ita product must satisfy, a determination to that effect shall be

submitted to the advocate for competition of the procuring activity
responsible for the purchase of the item subject to the qualification
requirement. After considering any comments of the advocate for
competition reviewing such determination, the head of the purchas-
ing office may waive the requirements of clauses (2) through (6) of
subsection (b) for up to two years with respect to the item subject to
the qualification requirement.

‘“(B) The waiver authority provided in this paragraph does not
apply with respect to a-qualified products list.

“(3) ‘A potential offeror may not be denied the opportunity to
submit and have considered an offer for u contract solely because
the potential offeror (A) is not on a qualified bidders list, qualified
manufacturers list, or qualified products list, or (B) has not been

~ identified as meeting a qualification requirement established after

the date of the enactment of the Defense Procurement Reform Act of
1984 if the potential offeror can demonstrate to the satisfaction of
the contracting officer that the potential offeror or its product meets
the standards established for qualification or can meet such stand-
ards before the date specified for award of the contract.

“(4) Nothing contained in this subsection requires the referral of
an offer to the Small Business Administration pursuant to section
8(bXT) of the Small Businesa Act if the basis for the referral is a

challenge by the offeror to either the validity of the qualification -

mguirement or the offeror's compliance with such requirement.

*%5) The head of an :'fency need not delay a proposed procurement
in order to comply with subsection (b) or in order to provide a
potential offeror with an :J)Fu'tunity to demonstrate its ability to
meet the standards specified for qualification.

46) The requirements of subsection (b) also apply before enforce-
ment of any qualified products list, qualified manufacturers list, or
qualified bidders list.
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“(dX1) If the number of gualifiea sources or qualified products
available to compete actively for an anticipated future requirement
is fewer than two actual manufacturers or the products of two
actual manufacturers, respectively, the head of the agency con-
cerned shall— =~ - :

“(A) periodically publish notice in the Commerce Business
Daily soliciting additional sources or products to seek qualifica-
tion, unless the contracting officer determines that such publi-
cation would compromise national security; and

“(B} bear the cost of conducting the specified testing and
evaluation (excluding the costs mssociated with producing the
item or establishing the production, quality control, or other
system to be tested and evaluated) for a small business concern
or a product manufactured by a small business concern which

- has met the standardd specified for qualification and which

could reasonably be expected to compete for a contract for that
requirement, but such costs may be borne only if the head of the
agency determines that such additional qualified sources or
producis are likely to result in cost savings from incre
competition for future requirements sufficient to offeet (within
a reasonable period of time considering the duration and doflar
value of anticipated future requirements) the cosis incurred by
the ngency, . _

*“(2) The head of an agency shall require a prospective contractor
requesting the United States to bear testing and evaluation costs
under pﬁr’aﬁraph {IXDB) to certify ag to its status ns a small business
concern under section 3 of the Small Business Act.

(e} Within seven years afler the establishment of a qualification
requirement, the need for such qualification requirement shall be
examined and the standards of such requirement revalidated in
accordance with the requirementa of subsection (b). The preceding
sentence does not apply in the case of a qualification requirement
for which a waiver is in effect under subseclion (cX2).

“() Except in an emergency as determined by the head of the
agency, whenever the head of the agency determines not to enforce
a qualification requirement for a solicitation, the aFency may not
thereafter enforce that qualification requirement unless the agency
complies with the requirements of subsection (b).”. -

(b} The amendment made by subsection (a) shall lmp]y with
respect to solicitationa issued more than 180 days after the date of

- enactment of this Act,

DOD AUTHORIZATION ACT, 1985

‘{dX1) If the number of qualified sources or qualified products
available to compete actively for an anticipated future requirement
is fewer than two actual manufacturers or the products of two
actual manufacturers, respectively, the head of the agency con-
cerned shall— . ‘

“(A) periodically publish notice in the Commerce Business
Daily soliciting additional sources or products to seek qualifica-
tion, unlesa the contracting officer determines that such publica-
hm}B‘;ogir eoa:lpmmme' ;_mtiox‘nlal secuntgy'. and

‘(B) bear the cost of conducting the specified testing and
evaluation (excluding the costa associated with producing the
ftem or establishing the production, quality control, or other
eystem to be tested and evaluated) for & small business concern
or a product manufactured by a small business concern which
has met the standards specified for qualification and which
could reasonably be expected to compete for a contract for that
requirement, but such costs may be borne only if the head of the
agency determines that such additional qualified sources or
products’ are likely to result in cost savings from increased
competition for future requirements sufficient to amortize the
costs incurred by the agency within a reasoneble period of time
considering the duration and dollar value of anticipated future

«2) The head of an agency shall rospecti '

'he head of an agency shall require a p ive contractor
re%ueatmg the United States to bear testing and evaluation costs
under par
concern under section 3 of the Small Business Act. _

(e) Within seven years after the establishment of a qualification
requirement under subsection (b) or within seven years tollowing an

-agency's enforcement of a qualified products list, gualiﬁed manufac-

turers list, or qualified bidders list, any such qualification require-
ment ehall be examined and revalidated in accordance with the
requirements of subeection (b). The preceding sentence does not
apply in the case of a qualification requirement for which a waiver
is In effect under subsection (cX2). '

() Except in an emergency as determined by the head of the
agency, whenever the head of the agency determines not to enforce
a qugﬁﬁcatlon requirement for a solicitation, the agency may not
thereafter enforce that qualification requirement unafeu the agency
complies with the requirements of subsection (b). :

ph (1XB) to certify as {o its status as a small business
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VALIDATION OF FROPRIETARY DATA RESTRICTIONS

Sec. 203. (a) Title HI of the Act is amended by inserting after
section 303D (as added by section 202 of this Act) the following new
section:

“VALIDATION OF PROPRIETARY DATA RESTRICTIONS

“Sec. 303E. (a) A contract for property or services entered into by
an executive agency which provides for the delivery of technical
data, shall provide that— '

. *"(1) & contractor or subcontractor at any tier shall be pre-
ared to furnish to the coniracting officer a-written justification
or any restriction asserted by the contractor or subcontractor
on the right of the United States to use such technical data; and

‘“(2) the contracting officer may review the validity of any
restriction asserted by the contractor or by a subcontraclor
under the contract on the right of the United States to use
technical data furnished to the United States under the con-
tract if the contracting officer determines that reasonable
grounds exist to question the current validity of the asserted
restriction and that the continued adherence to the asserted
restriction by the United States would make it impracticable to
procure the item competitively at a later time.

“(b) If after such review the contracting officer determines that a
challenge to the asserted restriction is warranted, the contracting
" officer shall provide wrilten notice to the contractor or subcontrac-
tor ssserting the restriction. Such notice shall slate— o

*(1) the grounds for challenging the asserted restriction; and
*(2) the requirement for a reaponse within 60 days justifying
the current validity of the asserted restriction. _

“(c} If a contractor or subcontractor asserting a restriction subject
to this section submits to the contracting officer a wrillen request,
showing the need for additional time to comply with the require-
ment to J“B.tify the eurrent validity of the asserted restriction,
additional Lime to ad ual.elirl permit the submission of such justifi-
cation shall be provided by the contracting officer as appropriate. If
a party asserting a restriction receives notices of challenges to
resirictions on technical data from more than one contracting offi-
cer, and notifles each contracting officer of the existence of more
than one challenge, the contracting officer initiating the first in
time challenge, after consultation with the party asserting the
restriction and the other contracting officers, shall formulate a
schedule of responses to each of the challenges that will afford the
party asserting the restriction with an equitable opportunity to
respond to each such challenge.

DOD AUTHORIZATION ACT, 1985

“g 2321. Validation of pmprléhr_y data restrictions

“(a) A contract for supplies or services entered into by the Depart-
ment of Defense which provides for the delivery of technical data
shall provide that— _ .

“(1) a contractar or subcontractor at any tier shall be pre-
Fared to furnish to the contracting officer a written justification
or any restriction asserted by the contractor or subcontractor
on the right of the United States to use such technical data; and
“42) the contracting officer may review the validity of any

restriction asserted by the contractor or by a subcontractor .

under the contract on the right of the United States to use
technical data furnished to the United States under the con-
tract if the contracting officer determines that reasonable
grounds exist to question the current validity of the asserted
restriction and that the continued adherence to the asserted
restriction by the United States would make it impracticable to
procure the item competitively at a later time. -

*“(b) If after such review the contracting officer determines that a
challenge to the asserted restriction is warranted, the contracting
officer shall provide written notice to the contractor or subcontrac-
tor agserting the restriction. Such notice shall—

. :1(1) state the grounds for challenging the asserted restriction;
an -

. "(2) require a response within 60 days justifying the current
validity of the asserted restriction. .

*(¢) If a contractor or subcontractor asserting a restriction subject
to this section submits to the contracting officer a written request,
showing the need for additional time to comply with the require-

ment to justify the current validity of the asserted restriction,.

additional time to ade: uateli: permit the submission of such justifi-
cation shall be provided by the contracting officer as appropriate. If
& party asserting a restiriction receives notices of challenges to
restrictions on technical data from more than one contracting offi-
cer, and notifies each contracting officer of the existence of more
than one challenge, the contracting officer initiating the first in
time _challenge, after consultation with the party asserting the
restriction and the other contracting officers, shall formulate a

“schedule of responses to each of the challenges that will afford the

party asserting the restriction with an equitable opportunity to
respond to each such challenge. :

U
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“(dX1).Upon a failure by the contractor or subcontractor to submit
any response under aubsection (b), the contraciing officer shall issue
a decision pertaining to the validity of the asserled restriclion.
© "(2) Il a justification is submitted in response to the notice pro-
vided pursuant to subsection (b), a contracting officer shall within 60
days of receipt of any justification submitted, issue a decision or
notify the party asserling the restriction of the time within which a
decision will be issued. : :

*{e) If  ctaim pertaining to the validity of the asserted restriction
is submitted in writing to a contracting officer by a contractor or
subcontractor at any tier, such claim shall be congidered a claiin
within the meaning of the Contract Disputes Act of 1978 (41 U.S.C.
601 et seq.). . :

*(fX1} IT, upon final disposition, the contracting officer's challenge
to the restriction on the right of the United States to use such
technical data is sustained— - ‘

~ "(A) the resiriction on the right of the United States to use
the technical data shall be cancelled; and
_. *(B) if the asserted restriction is found not to be substantiall
‘-—{':asl.-.iﬁed, the contractor or subcontractor, as appropriate, shall
liable to the Uniled States for payment of the cost to Lhe
~United States of reviewing the nsseried restriction and the fecs

-and other expenses (as defined in section 2412(dX2XA) of title 28)
incurred by the United States in challenging the asserted re-
striction, unless apecial circumstances would make such pay-
ment unjust.. S

“(2} If, upon final disposition, the contracting officer's challenge to
the restriction on the right of the United States to use such techni-
cal dala is not sustained— '

“tA) the United States shall continue to be bound by the
restriction; and :

"B} the United States shall be liable for payment to the party
asserting the restriction for fees and other expenses (as defined
in section 2412(dX2XA) of title 28) incurred by the party assert-

- ing the restriction in defending the asserted restriction if the

: (‘:‘h_ﬂllgpge by-the United States is found not to be made in good

mith.”.

(b) The amendment made by subsection (a) shall apply with
respect Lo solicitations issued more than 60 days after the date of
the enactment of thia Act.

DOD AUTHORIZATION ACT, 1985

“tdX1) Upon a failure by the contractor or subcontractor to submit
any response under subsection (b), the contracting officer shafl issue
a ‘declslon pertaining to the validity of the asserted restriction.

(2) After review of any justification submitted in response to the
notice provided pursuant to subsection (b). the contracting officer
shall, within 60 days of receipt of any justification submitted, issue a
decision or notify the party asserting the restriction of the time
within which a decision will be issued.

“(e) If a claim pertaining to the validity of the asserted restriction
is submitted in writing to a contractin%ofﬁcer by a contractor or
subcontractor at any tier, such claim shall be considered a claim
zgghin the meaning of the Contract Disputes Act of 1978 (41 USC.

el seq.). - :

“t f)ei]l‘, upon final disposition, the contracting officer’s challenge
to the restriction on the right of the United States to use such
technical data is sustained— .

“(A) the restriction on the right of the United States to use
the technical data shall be cancelled; and

“(B) if the asserted restriction is found not to be substantiall
i':,stified, the contractor or subcontractor, as appropriate, shal)

liable to the United States for payment of the cost to the
United States of reviewing the asserted restriction and the fees
and other expenses {as defined in section 2412(dX2XA) of title 28)
incurred by the United States in challenging the asserted
restriction, unless special circumstances would make such pay-
ment unjust. B '

“(2) If, upon final disposition, the contracting officer’s challenge to
the restriction on the right of the United States to use such techni-
cal data is not sustained—

‘4A) the United States shall continue to be bound by the
restriction; and .

“{B) the United States shall be liable for payment to the party
asserting the restriction for fees and other expenses (as defined
in section 2412(dX2XA) of title 28) incurred by the party assert-
ing the restriction in defending the asserte«i restriction if the
?ha}:enge by the United States is found not to be made in good

aith.

{c)(2) Sections 2319, 2320, and 2321 of title 10, United States Code (s
:dded by (;ubeection (a)), shall apply with respect to solicitationa
issued after the end of the one-year period beginning on the date of
the enactment of this Act.

/37




SMALL BUSINESS AND PROCUREMENT ACT

TITLE IH—-AMENDMENTS TO THE OFFICE OF FEDERAL
PROCUREMENT POLICY ACT

TECHNICAL DATA MANAGEMENT

Sgc. 301. (a) The Office of Federal Procurement Policy Act (hereal-
ter in this title referred to as "the Act") is amended by redesignat-
ing section 21 as section 23 and by inserting afler section 20 the
following new section:

“RIGHMTS IN TECHNICAL DATA

“Sec. 21. (a) The legitimate proprietary Interest of the United
States and of a contractor in technicol or other dala shall be defined
in reguiations prescribed as part of the single system of Govern-
ment-wide procuremenl regulations as defined in section 4(4) of this
Act. Such regulations mnﬁ not impair any right of the United States
or of any contractor with respect to paienis or copyrights or an
other right in lechnical data otherwise established by law. Suc
regulations shall provide, with reapect to executive agencies that are
pubject to the provisions of title HI of the Federal Property and
Administrative Services Act ol 1949, that the United States may not

uire persons who have developed products or ‘processes offered or
g‘lpe offered for sule to the public as a condition for the procurement
of such products or processes by the United States, Lo provide Lo the
United gtaten technical data relating to the design, development, or
manufacture of such products or glmcessee (except for such dnta as
may be necessary lor the United States to operate and maintain the
product or use the process if obtained by the United Stales as an
element of performance under the contract).

*(bX1) Except as olherwise expressly provided by Federal statute,

the regulalions prescribed pursuant to subsection (a) shall provide, -

wilh respect to executive agencies that are subject to the provisions
of title 11t of the Federal Property and Administrative Services Act
of 1949, that tha United Siates shall have unlimited rights in

tachnical data developed exclusively with Federal funds if delivery
of such data-— :
*(A) was required as an element of performance under a
contracl; and -
(D) is needed o ensure the competitive acquisition of sup-
lies or services that will be required in substantial quantities
in the future.

*(2) Except na otherwlse expressly pravided by Federal statute,
the regulations prescribed pursuant to subsection (a) shall provide,
with respect to execulive agencies that are subject to the provisions
of title 111 of the Federal Property and Administralive Services Act
of 1949, that the United States (and each agency thereol) shall have
an unrestricted, royalty-free right to use, or to have its contractors
use, for governmental purposes (excluding publication oulside the
?m:rrnmenl.) technical data developed exclusively with Federal

unas.

“{3) The requirements of paragrapha (1) and (2) shail be in addition
to and not in lieu of any olher rights that the Uniled States may
have pursuant Lo law.

DPOD AUTHORIZATION ACT, 1988

“§ 2320. Rights In technical data

“(m) The legitimate proprietary interest of the United States ai
of & contractor in technical or other data shall be deﬁtne:dmig
re tions preacribed as part of the single system of Government-

¢ procurement regulations ss defined in section 4(4) of the Office
of Federal Procurement Policy Act. Such regulations may not
impair any right of the United States or of any contractor with
respect to patenta or copyrights or any other right in technical data

otherwise established by law.
Bec. 1202. ~ - -« Specifically, the Secretary should—

(6) ensure that persons Lhat havy develo rodu
esses offered or to be offered for gale topet(:)g :ﬂbfit: ::epl::t
required, as a condition for the procurement of such products-or
processes by the Department of Defense, to provide (0 the
United States technical data relaling to the design, develop- -
ment, or manufacture of such products or Processes (éxcepf for
such duta as may be necessary for the United States to operate -
il}nd_ maintain the product or use the process if obtained by the .
co:::tt::cuSmwa 88 an element of performance under the
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“(¢) The following factora shall be considered in prescribing regu-

Intions pursuant to subsection (a): vem o preces fo which the techme
“t1) Whether the wasdeveloped—  dabe ?:;*Lm;; sy

“(A) exclusively with Federal funds;
“(B) excluaively at Erivata eXpENse; or.
“) in part with
“(2) The statement of congressional policy and objectives in
s en onal po
section 200 of title 35, the statement of purposes in section 2(b)
of the Small Business Innovation Development Act of 1952
(Public Law 97-219; 16 U.8.C. 638 note), and the declaration of
policy in section 2 of the Smail Businesa Act (16 U.5.C. 631).
“(3) The interest of the United States in Increasing competi-
tion and lowering costa by developing and locating alternative
sources of supply and manufacture,
*“(d) Regulationa prescribed under subsection (a) shall require that
a contract for property or services entered into by an executive
agency contain appropriate provisions relating to technical data,
including provi-ions— _ _ . o
“(1) defining the respective rights of the United States and
the contractor or subcontractor (at any. tier) regarding any
technical data to be delivered under the contract; o
(2) specifying the technical data, if any, lo be delivered under
the contract and delivery schedules for such delivery;
“(8) establishing or referencing procedures for Jetermining
the acceptability of technical data to be delivered under the

contract;

*(4) establishing separate contract line itema for the technical
data, If any, to be delivered under the contract; .

“(5) to the maximum practicable extent, identifying, in ad-
vance of delivery, technical data which is to bo delivered with
restrictions on the right of the United States Lo use such data;

(8) requiring the contractor to revise any technical data
delivered under the contract to reflect engineering design
changes made during the performance of the contract and
affecting the form, fit, and function of the items epecified in the
contract and to deliver such revised technica) dats to an agency
within a Lime specified in the contract;

ederal funds and in part at privale

J

DOD AUTHORIZATION ACT, 1385

The following factors shall be consid-
in ing such tions: . ifemor process 4o whieh +he o dab
*“(1) Whether the i was developed- iechwes 4475
“(A) exclusively with Federal funds; P )
“(B) exclusively at g‘rinu expense; or (PL.
“(C) in part with Foderal funds and in part at private

expense.

*(2) The statement of congressional policy and ohjectives in
section 200 of title 35, the statement of purposes in section ()
of the Small Business Innovation Development Act of 1982
(Public Law 97-219; 15 1.S.C. 638 note), and the declaration of
policy in section 2 of the Small Business Act (15 U.S.C. 631)

“(3) The interest of the United States in mcrqasmﬁ competi.
tion and f!ow'er%ng costad by meluping and locating alternative
sources of supply and manufacture. -

“4) The ;si set forth in section 1202(6) of the Defense

Procurement Reform Act of 1984.
*(b) Regulations gmacribed under subsection (s) shall require that,
whenever practica
into by .an agency named in section’
appropriate provisions relating to  technical data, including

le, a contract for luﬂ)liu or services entered
038 of this title contain

jons— - .

(1) defining the respective rights of the United Siates and
the contractor or subcontractor (at any tier) regarding any
technical data to be delivered under the contract; -

“(2) specifying the technical data, if any, to be delivered under
the contract and delivery schedules for such delivery;

“(3) establishing or referencing procedures for Jetenniniu
thetacc:ptnbility of technical data to be delivered under the
contract; . ‘ -

*(4) establishing te contract line items for the technical
data, if any, to be delivered under the contract;

“(5) to the maximum practicable extent, identifying, in ad-
vance of delivez, technical data which is to be delivered with
restrictions on the right of the United States to use such dats;

‘(6) requiring the contractor to revise any technical data
delivered under the contract to reflect engineering design
changes made during the performance of the contract and
affecting the form, fit, and function of the items specified in the
contract and to deliver such revised technical data to an agency
within a time specified in the contract;

LS
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“{7) requiring the contractor to furnish wriltén smsurance at
the time the lechnical data ia delivered or Is made avnilable
that the lechnical dala is complete nnd sccurole and satisfies
the requirements of the contract concerning technical dals;

*“t8) establishing remedies Lo be availeble 10 the United States
when technical data required (o be delivered or made svailable
under the contract is found to be incomplets or inadequate or to
no’l. dllllilfy :Ihe requirements of the contract concerning techni-
cal date; an :

“(9) suthorizing the head of the agency to withhold payments
under the contract (or exercise such other remedies as the head

of the agency considers appropriste) during n?} period if the

contractor does nol meet the requirements of the contract
pertsining to the delivery of technical duta.”. -

{b} Section 5320(-1 of Litle 10, United States Code, is amended by
striking out *in regulationa prescribed as part” and inserting in lieu
thereol "in regulations of the Depertment of Defense prescribed as
g™ S ,

{c} The amendment made by subgaction (s} shall take effect on the
date of enaciment of this Act. The regulstions required by such
aimendment shali be issued nol later than ;

{d) Within 60 days ofter the data the regulations required by the
amendment made hy subsection (a) are prescribed, the Secrelary of
Defense, the Administrator of General Services, and the Adminis-
trator of the National Aeronautics and 8, Administration shal}
submit to Congress u Joint report describing in detail how thoee
refnlutlom give consideration to the factors specified for consider-
ation in that section.

l‘oran;p':?ouof .

be dalivered to the United States under the contract or p ingfor . ..

mmrhdef_ﬂmo(nottoumd_Tmlugnegoﬁam '
ve. _ .

dctabor 14,
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“C1) requiring the contracior to furnish written assurance st -
the time tlwnt!clmlml data Is delivered or Is made available
that the technical data is complete and accurate and salisfiss -

: requirements of the contract concemhth. dats;

(8) eatablishing remedies to be available to the United Siates
when technical data required to be delivered or made available
under the contract is fonndtobelnmplehmuwh
g d-:thl"yntlha_raqulnmenu of the contract techal

ta;
“{9) authorizing the head of the agency to withhold payments
nnder:gemtnct(muenhmchdherremodluuthehd

of the agency considers a te) during any od if the
contractor does not MMM J ountncl-_ :

pertaining to the delivery of technical data.

'1clﬂoihh1hthhueﬂmwhu_eﬂmm0dthhﬁth
ta the ry of Deferwe from prescribing standards for
ining whether a contract entered Into by the Department of

shall for a time to be apecified In the contract after -

the United States all technical data ired to

*(d} The Becretary of Defense shall lation establish
grams which mvi;e domestic Mnﬂhgm'g:’lnl an opportunitrl‘;
Eu:chm or borrow replenizshment parts from the United States for

purpose of urhuﬁon or modification, to be used by such
concerna in the submission of subsequent offers to sell the same or
like parts (o the United States. Nothing in this subsection limits the
sutherity o{ ltl::i {:oudtm age » on such a
m rela na security conaiderations, in needs

of the United States, the improbabllity of fature purche o o
I.»;T: or like parts, or any additional restriction otl:rwm required

.
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PROHIBITION OF CONTRACTORS LIMITING BUBCONTRACTOR BALES
DIRECTLY TO THE UNITED BTATES

Sec. 206. (a) Title HI of the Act is further amended by inserting
after section 303G (as added by section 205 of this Act) the following
new section:

“pPROHIBITION OF CONTRACTORS LIMITING SUBCONTHACTOR SALES
DIRECTLY TO THE UNITED BTATES

“Sec. 303H. (a) Each contract for the purchase of property or
services made by an executive agency shall provide that the contrac-
tor will not— - ‘

: ‘(1) enter into any agreement with a subcontractor under the
contract that has the effect of unreasonably restricting sales by
the subcongractor directly to the United States of any item or
process (including computer software) made or furnished by ithe
subcontractor under the contract (or any follow-on production
contracty, or

“(2) otherwise acl to restrict unreasonably the ability of a
--subcontractor to make sales lo the United States descri in
clause {1).

*(b) This section does not prohibit a contractor from asserling
righta it otherwise has under law.”. _

(b) The amendment made by subsection (a) shall .apply with
respect to solicitations made more than 180 days after tge date of
the enactment of this Act. . - :

DOD AUTHORIZATION ACT, 1985

Sec. 1284. (a) Chapter 141 of'title 10, United Statea Code, as
amended by section 1005, is amended by adding at the end thereof
the following new sections:

“§2402. Prohibition of contractors limiting subcontracior sales
directly to the United States

- “(a) Each contract for the purchase of supplies or services made b
thet Department of Defense ghall provide that the contractor will
not-— :

~ *(1) enter into any sgreement with a subcontractor under the
contract that has the effect of unreasonably restricting sales by
the subcontractor directly to the United States of any item or
process (including computer software) made or furnished by the
subcontractor under the contract (or any follow-on preduction
contract); or : -
“(2) otherwise act to restrict unreasonably the ability of &
ailboong)actor to make sales to the United States described in
clause (1).
“(b) This section does not prohibit a contractor from aseerting
rights it otherwise has under law. _ _ _

IS
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PLANS FOR MANAGEMENT OF TECHNICAL DATA AND COMPUTER
CAPABILITY TMPROVEMENTS

Sec. 1262. (a)X1) Not later than one year after the date of the
enactment of this Act, the Secretary of Defense shall develop a plan
for en improved sysiem for the management of technical data
relating to any major system of the Department of Defense. At »
- minimum, the management plan shall address procedures for—
(A) indexing, storing, and updating items of technical data in

a system;

(ﬁs) developing, to the maximum extent practicable, a central-
ized system to identify the repogitory within the department
responsible for technical data relating to an item and the extent
of (i‘ihe data on file in that repository with respect to that item;

(O) assuring that those parties otherwise entitled to receive
technical data will have timely access to complete and current
technical data. .

(2) Not later than § years after the date of the enactment of this
Act, the Secretary shall complete implementation of the manage-
ment plan required to be developed by ph (1).

(3) Not later than 18 months after the date of the enactment of
this Act, the Comptroller General of the United States shall trans
mit to Congress a report evaluating the plan developed by the
Becretary of Defense under paragraph (1).

(b) Not later than 180 days after the date of the enactment of this
Act, the Secretary of Defense shall transmit to the Committees on
Armed Services of the Senate and House of Representatives a plan
to improve substantially the computer capability of each of the
military departments and of the Defense Logistics Agency to store
and access rapidly data that is needed for the efficient procurement
of supplies. The slnn shall provide for a computer data base that
includes price and procurement history, item identification, sources
of supply, and other relevant information. The plan shall specify a
schedule for the implementation of the improvementa, the projected
cosat of implementation of the improvements, and such other recom-
mendations as the Secretary of Defense considers appropriate to
accomplish the improvementas.
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BREAKOUT PROCUREMENT CENTER REFPRESENTATIVES

Skc. 403. (a) Section 15 of the Small Business Act (15 U.S.C. 644) is
amended— .

(1) by redesignating subsection (I} as subsection (m); and
_(2) by inserling alter subsection (k) the following new subsec-
tion:

“{IX1) The Administralion shall assign to each major procurement
center 8 breakoul procurement center representative with such
assistance as may be appropriate. The breakout procurement center
representative shall carry out the activities described in paragraph
(2), and shall be an advocate for the breakout of items for procure-
ment through full and -open compelition, whenever nppropriate,
while maintaining the integrity of the aystem in which such items
are used, and an advocate for the use of full and open competition,
whenever appropriate, for the procurement of supplies and services
by such center, Any breakout procurement center representative
assigned under this subsection shall be in addition to the representa-
tive referred to in subsection (kX6). - - .

*(2) In addition to carrying out the responsibilities assigned by the
Administration, a breakout procurement center representative is
authorized to— ' o

" "(A) attend any provisioning conference or similar evaluation
. -session during which determinations are made as to whether
requirements are to be procured through other than full and
open competition and make recommendations with respect to
such requirementis to the members of such conference or

session; .

*(B) review, at any time, restrictions on competition previ-

ously imposed on items through acquisition method coding or
similar procedures, and recommend to personnel of the appro-
priate activity the prompt reevaluation of such limilations;
“(C) review restriclions on competition arising out of restric-
tions on the rights of the United States in technical data, and,
when appropriate, recommend that personnel of the appropri-
ate activity initiate a review of the validity of such an asserted
restriction; :
“(DD) obtain from any governmental source, and make avail-
" able to personnel of tﬁe appropriate activity, unrestricted
technical data necessary for the preparation of a competitive
solicitation package for any item of supply or service previousl
procured noncompetitively due to the unavailability of suc
unrestricted technical deta; I
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“(E} have accesa to the unclassified procurement records and
other data of the procurement center;

“{F) receive unsolicited engineering proposals and, when ap-
propriate (i) conduct a value analysis of such proposal to deter-
mine whether such proposal, il adopted, will result in lower
costs to the Uniled States without substantially impeding legiti-
mate acquisition objectives and forward to personnel of the
appropriate activity recommendations with respect to such pro-
posal, or {ii) forward such proposals without analysis to person-
nel of the aclivity responsible for reviewing such proposals and
who shall furnish the breakout procurement center representa-
tive with information regarding the disposition of any such
proposal; and :

*(G) review the gystems that account for the acquisition and
management of technical data within the procurement center to
assure that such sysiems provide the maximum availability and
access to data needed for the preparation of offers to sell to the
United Stales those supplies to which such data pertain which
:;mbential offerors are entitled to receive.

*(3) A breakout procurement center representative is authorized
to appeal a failure to act favorably on any recommendation made
pursuant to paragraph (2). Such appeal shall be in writing, specifi-
cally reciting both the circumstances of the appeal and the hasis of
the recommendation. The appeal shall be decided by a person within
the employ of the appropriate activity who 18 at least one
supervisory level above the person who initially failed to act favor-
ab_rye on the recommendation. Such appeal shall be decided within 30
calendar days of its receipt. , ' : :

*(4) The Administration shall assign and co-locate at least two
small business technical advisers to each major procurement center
in addition to such other advisers as may be authorized from time to
time. The sole duties of such advisers shall be Lo assist the breakout
procurement center representative for the center to which such
advisers are assigned in carrying out the functions described in
ﬁrrggraph {2) and the representatives referred to in subsection

)

‘“(5XA) The breakout procurement center representalives and
technical advisers assigned pursuant to this subsection shall be—
(i) full-time employees of the Administration; and
*(ii) fully qualified, technically trained, and familiar with the
supplies and services procured by the major procurement center
to which they are assigned.

(M) In addition to the requirements of subparagraph (A), each
breakout procurement center representative, and at least one tech-
nical adviser assigned to such representative, shall be an accredited
engineer.

(C) The Administration shall establish personnel positions for
breakout procurement representatives and advisers assigned pursu-
ant to this subsection, which are classified at a grade level of the
Genersl lScheduIe sufficient to atiract and retain highly qualified

rsonnel, .

(6} For purposes of this subsection, the term ‘major procurement
cenler’ means a procurement center of the Department of Defense
that swarded contracts for items other than commercial items
totaling ai least $150,000,000 in the preceding fiscal year, and such
other procurement centers ms designated by the Administrator.”.
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(bX1) The Administrator of the Small Business Administration
and the Comptroller General of the United States shall jointly
establish standards for measuring cost savings achieved through the
efforts of breakeut procurement center representatives and for
measuring the extent to which competition has been increased as a
result of such efforts. Thereafter, the Administrator shall annually
prepare and submit to the Congress a report setting forth—

(A) the cost savings achieved during the year covered by such
report through the elforts of breakout procurement center
representatives;.

(B) an evaluation of the extent to which competition has been
increased as a result of such efforts; and _

(C) such other information as the Administrator may deem
appropriate. _

(2) Within 180 days following the submission of the second annual
report Lo Congress by the Administrator, the Comptroller General
ghall report to the Congress an evaluation of the Administration's
adherence to the standards jointly established and the accuracy of
the information the Administration has submitted to the Congress.

PROCUREMENT NOTICES

Sec. 404. (a) Section 8 of the Small Business Act (15 U.S.C. 637} is
amended by striking out subsection (e) and inserting in lieu thereof
the following new subsections:

*(eX1) Except as provided in subsection (g)—

" . "{A} an executive agency intending to—

*{i) solicit bids or proposals for a contract for property or -

services for a price expecied to exceed $10,000; or
") place an order, expecied to exceed $10,000, under
- @ basic agreement, basic ordering agreement, or similar
arrangement, b
shell furnish for publication by the Secretary of Commerce a
notice described in subsection (b); and
- (P! an executive agency awarding a contract for property or
services for a price exceeding $26,000, or placing an order
referred to in clause (AXii) exceeding $26,000, shall furnish for
publication by the Secretariv of Commerce a notice announcing
the award or order if there is likely to be any subcontract under
such contract or order. '
“2) The Secretary of Commerce shall publish promptly in the
Commerce Business Daily each notice required by paragraph (1).
“(3) Whenever an executive agency is required by paragraph (1XA)
to furnish a notice to the Secretary of Commerce, such executive
‘agency may not— .
“(A) issue the solicitation earlier than 15 days after the date
~ on which the notice is published by the Secretary of Commerce;

or
“B} establish a deadline for the submission of all bids or
fl:om“ in response to the notice required by paragraph (1XA)
at—

*(i) in the case of an order under a basic agreement, basic
ordering agreement, or similar arrangementl, is earlier than
the date 30 days after the date the notice required by
paragraph (1XAXii} is published;
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(i) in the case of a solicitation for research and develop-
ment, is earlier than the date 46 days alter the date the
notice required by paragraph (1XAXi) is published; or

*(iii) in any other case, is earlier than the dale 30 days
alter the date the solicitation ia issued.

*(D Each notice of solicitation required by subsection (eX1)A) shall
include—

(1) an accurate description of the properly or services to be
contracted for, which description (A} shall not be unnecessarily
restriclive of competition, and (B} shall include, as appropriate,
the agency nomenclature, National Stock Number or other part
number, and a brief description of the item’s form, fit, or
function, physical dimensions, predominant material of manu-
facture, or similar information that will assist a prospec-
tive contractor to make an informed business judgment as to
whether a copy of the solicitation should be requested;

“(2) provisiona that—

*(A) state whether the technical data required to respond
to the solicitation will not be furnished as part of such
solicitation, and identify the source in the Government, if
any, from which the technical data may be obtained; and

‘(B) state whether an offeror, its preduct, or service must
meet a qualification reqruirement in order to be eligible for.
award, and, if so, identify the office from which a qualifica-
tion requirement may be abtained;

“{3) the name, business address, and telephone number of the
contracting officcr;

“(4) a statement that all responsible sources. may submit a
bid, proposal, or quolation (as appropriate) which shall be con-
sidered by the agency; and ‘

*(6) in the case of a procurement using procedures other than
competilive procedures, a statement of the reason justifying the
use of such procedures and the identity of the intended source.

“*(gX1) A notice is not required under subsection {aX1) if—

“{A) the notice would disclose the executive agency's needs
and t!nte disclosure of such needs would compromise the national
security;

f“(B) the proposed procuremeni would result from acceptance
o  o—

“(i) any unsolicited proposal that demonstratea a unique
and innovative research concepl and the publication of any
notice of such unsolicited research proposal would disclose
the nriqinnl_ity of thought or innovativeness of the proposal
or would disclose proprietary information associated with
the proposal; or

“(ri) a proposal submitted under section 9 of this Act;

*“(C) the procurement is made against an order placed under a
requirementa contract; . .

i (D) the procurement is made for perishable subsistence sup-
plies; or .
*(E) the procurement is for utility services, other than tele-
communicaticn services, and only one source is available. :
"(2) The requirements of subsection (aX1XA) do not apply to nn}v
procurement under conditions described in paragraph (2}, (3), (4), (6), .
or (7) of section 303(c) of the Federal Property and Administrative
Services Act of 1349 (41 U.S.C. 268c) or paragraph (2), ), (), (), or S
(1) of section 2304(c) of title 10, United Btates Code. |
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“B 2384. Supplles: identification of suppller and sources

*(a) The Secretary of Defense shall require that the contractor
under a contract with the Department of Defense for the furnishing
of supplies to the United States shall mark or otherwise identify
supplies furnished under the coniract with the identity of the
contractor, the national stock nutnber for the supplies furnished (if
there is such a number), and the contractor’s identification number
for the supplies. _

“(b) The Secretary of Defense shall prescribe regulations requiring
that, whenever practicable, each contract requiring the delivery of
supplies shall require that the contractor identify— .

(1) the actual manufacturer or producer of the item or of all
-gources of supply of the contractor for that item; .

*(2) the national stock number of the item (if there is such a
number) and the identification number of the actual manufac-
turer or producer of the item or of each source of supply of the
contractor for the item; and

“(3) the source of any technical data delivered under the
contract.

*fc) 1dentification of supplies and technical data under this section
shall be made in the manner and with respect to the supplies
prescribed by the Secretary of Defense.”.

(b} The amendment made by subsection (a) shall take effect at the

ctaln:d 12' the one-year period beginning on the date of the enactment of
is Act. ' _ ‘

147




QC‘/




NS | i P i




[xa




DAC #84-1, 1 MARCH 1984 _ ' 27 . 8=1

PART 27--PATENTS, DATA, AND COPYRIGHTS
SUBPART 27.4--TECHNICAL DATA, OTHER DATA,
COMPUTER SOFTWARE, AND COPYRIGHTS

27.400 Scope of Subpart.

(a) This subpart sets forth the Department of Defense policies,
procedures, implementing inatructions, sollcitation provisions, and
contract clauses relating to rights in technical data, other data,
computer software, and copyrights as well as to requirements for the
acquisition of technical data and computer software. This subpart
also sets forth policies, procedures,  implementing instructions,
golicitation provisions, and contract clauses pertaining to data,
coyrights, and restricted designs unique to the acquisition of
construation and architect-engineer services.:

{b) Specific information concerning requirements for the
acquisition of computer software is found in DoD Direetive 5000.19-L,
Volume 1I, "Acquisition Manasement Systems and Data Requirements
Control List"

(e) This subpart does not encompass rights in computer software
acquired under GSA authorized ADP Schedule Pricelist contracts. Such
righta are governed by the terms of the GSA contractas.

27. 401 Definitions.

"Commercial computer software”, as used in this subpart, means
- computer software which is used regularly for other than Government
purpcses and is sold, licensed, or leased in significant gquantities to
the general public at established market or catalog prices.
. "Computer”", as used in this subpart, means a data processing
device capable of accepting data, performing prescribed operations cn
the data, and supplying the results of these operations; for example,
a device that operates on discrete data by performing arithmetic and
logic processes on:the data, or a device that operates on analog data
by performing physical processes on the'data.

"Computer data base", as used in this subpart, means a collection
of data in a form capable of being processed and operated cn by a
computer,

"Computer program", as used in this subpart, means a series of
. lnstructions or statements in a form acceptable to a computer,
designed to cause the computer to execute an operatien or operations.
Computer programs include operating systems, assemblers, compilers,
interpreters, data management aystems, utility programs, sort-merge
programs, and ADPE maintenarce/diagnostic programs, as well as
applications programs such as payroll, inventory control, and
engineering analysis programs. Computer programs may be either
machine-dependent or machine-independent, and may be general-purpose
in nature or be designed to satisfy the requirements of a particular
user.

DOD FAR SUPPLEMENT
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"Computer software®, as used in this subpart means computer
programs and computer data bases.

"Computer software documentation", as used in this subpart, means
. technical data, including computer listings and printouts, in human-

__ peadable form which (a) documents the design or details of computer

software, (b) explains the capabilities of the software, or (e¢)
provides operating inatructions for using the software to obtain
desired results from a computer.

"Data", as used in this subpart, means recorded information,
regardlesas of form or characteristic.

"License rights", as used in this subpart (SBIR program contracts
only), means rights to use, duplicate, or disclose technical data or
computer software, in whole or in part and in any manner, for
Government purposes only, and to have -or permit others to do so for
Government purposes only. License rights do not grant to the
Government the right to have or permit others tc use technical data or
computer software for commerceial purposes.

"lLimited rights", as used in this subpart, means rights to use,
duplicate, or disclose technical data in whole or in part, by or for
the Government, with the express limitation that such technical data
shall not, without. the written permlssion of the party furnishing such
technical data, be (a) released or disclosed in whole or in part
outside the Government, (b) used in whole or in part by the Government
for manufacture, or in the case of computer software documentation,
for reproduction of the computer software, or (c¢) used by a party
other than the Government, except for:

(1) Emergency repair or overhaul work only, by or for the
Government, where the item or process concerned is not otherwlse
reasonably available to enable timely performance of the work,
provided that the release or disclosure thereof outside the Government
shall be made subject to a prohibition againat EUrther use, release or
disclosure; or

(2) Release to a foreign government, as the interest of the
United States may require, only for information or evaluation within
such government or for emergency repair or overhaul work by or for
such government under the conditions of (1) ahove,

"Limited righta", as used in this subpart (SBIR program contracts
only), means rights to use, duplicate, or disclose technical data, in
whole or in part, by or for the Government, with the express
limitation that such technical data shall not, without the written
permission of the party furnishing such technical data, be (a)
released or disclosed in whole or in part outside the Government, {(b)
ugsed in whole or in part by the Government for manufacture, or in the
case of computer software documentation, for preparing the same or
similar computer software, or (c) used by a party other than the
Government.

DOD FAR SUPPLEMENT

/5




DAC #84-1, 1 MARCH 1984 - 27.4-3

"Restpricted rights", as used in this subpart, means rights that
apply only to computer software, and include, a3 a minimum, the right
e (a) Use computer software with the computer for which or with
which it was acquired, including use at any Government installation to
which the computer may be transferred by the Government;

(b) Use computer software with a backup computer if the computer
for which or with which it was acquired is inoperative; '

(e) Copy computer programs for safekeeping (archives) or backup
purposes; and

{(d) Modify computer software, or combine it with other software,
subject to the provision that those portions of the derivative
software incorporating restricted rights software are subject £o the
same restricted rights. : :

In addition, restricted rights include any other specific rights not
inconsistent with the minimum rights in (i)~-(4) above that are listed
or deseribed in a contract or described in a license or agreement made
a part of a contract.

"Technical data™, as used in this subpart, means recorded
information, regardless of form or characteristic, of a scientific or
technical nature, It may, for example, document research,
experimental, developmental, 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 piletorial
delineations in media such as drawings or photographs; text in
specifications or related performance or design type documents; or
computer printouts. Examples of technical data inelude research and
engineering data, engineering drawings and associated lists,
specifications, standards, process sheets, manuals, technical reports,
catalog item identifications and related information, and computer
software documentation. Technical data does not include computer
software or financial, administrative, cost and priecing, and
management data, or other information incidental to contract
administratien.

"Technical data™, as used in this subpart (SBIR program contracts
only), means recorded information, regardless of form or.
characteristic, of a scientific or technical nature, Examples of
technical data include research and engineering data, engineering
drawings and assoeciated lists, specifications, standards, process
sheets, manuals, technical reports, catalog item identifications and
related information, and computer software documentation. Techniecal
data does not include computer software or financial, administrative,
cost and prieing, and management data, or other information incidental
to contract administration.
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"Unlimited rights", as used in this subpart, means righta to use,
_duplicate, or disclose technical data or computer software in whole or
in part, in any manner and for any purpose whatsoever, and to have or
permit others to do so.

27.402 Copyrights.
(a) In general, the copyright law gives an owner of copyright
the exclusive righta to=-

{1) Reproduce the copyrighted work in copies or phonorecorda;

(2) Prepare derivative works;

(3) Distribute copies or phonorecords to the public;

{4) Perform the copyrighted work publiecly; and

(5} Diaplay the copyrighted work publicly.

(b) In view of the exclusive righta in subparagraphs (1)=(5)
above, any technical data, other data, or computer software that is
protected under the copyright law is not in the public domain, even
though it may have been published, because acts inconsistent with
these rights may not be exercised without a license from the copyright
owner.

{c) Department of Defense policy affords the contractor
ownership of copyright in any work of authorship first prepared,
produced, originated, developed, or generated under a contract, unless
the work is designated a "special work™ in which case ownership and
control of the work is retained by the Government and the contractor
is precluded by the terms of the contract from asserting any rights or
claim to copyright in the work. Department of Defense policy also
requires that the contracter grant to the Government and authorize the
Government to grant to others a nonexclusive, paid-up, worldwide
license for Government purposes in any work of authorship {other than
a "special work"™) first prepared, produced, originated, developed, or
generated and, in addition, requires that the contractor grant to the
Government and authorize the Government to grant to others the same
license in any work of authorship acquired by the Government under the
contract (not first prepared) in which the copyright is owned by the

contractor.
' {d) Under the clause at 52.227-T013, Rights in Technical Data
and Cemputer Software, the contradtor grants to the Government and
authorizes the Government to grant to others a nonexclusive, paid-up,
worldwide license for Government purposes, under any copyright owned
by the contractor in any technical data or computer software prepared
- for or acquired by the Government under the contract. Under the
clause at 52.227-T7020, Rights in Data--3pecial Works, any work first
produced in the performance of the contract becomes the sole property
of the Government, and the contractor agrees not to assert any rights
or eatablish any claim to copyright in such work. Under this clause,
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the contractor similarly grants to the Government. and authorizes the
Government to grant to others a nonexclusive, paid-up, worldwide
license for Government purposes in any portion of a work which 13 not
first produced in the performance of the contract but in which
copyright is owned by the contractor and which is incorporated in the
work furnished under the contract.

(e) Under both of these clauses at 52.227-7013 and 52.227-7020,
unless written approval of the contracting officer is obtained, the
contractor also agrees not to include in any work prepared, produced,
originated, developed, generated, or acquired under the contract, any
work of authorship in which copyright is not owned by the contractor
without acquiring for the Government and those acting by or on behalf
of the Government a nonexclusive, paid-up, worldwide license for
Government purpcoses in the copyrighted work. '

27;ﬂ03 Acgquisition of Rights in Technical Data.

27 .4103-1 Background. - : ,

{(a) Government's Interest in Technical Data. The Government has
extenaive needs for many kinds of technical data. Its needs may well
exceed those of private commercial customers. For defense purposes,
millions of separate equipment and supply items, ranging from standard
to unique types, muat be acquired, operated, and maintained, often at
pointa remote from the source of supply. Functions requiring varied
kinds of technical data include training of personnel, overhaul and
repair, cataloging, standardization, inspeetion and quality centrol,
packaging, and logistics operations., Technical data resulting from
research and development contracts must be obtained, organized and
disseminated to many different users. Finally, the Government must
make technical data widely available in the form'of contract
specifications in order to obtain competition among its suppliers, and
thus further economy in Government procurement.

{b) Contractor's Interest in Technical Data. Commercial
organizations have a valid economic interest in technical data
pertaining to 1ltema, components, or processes which they have :
developed at their own expense. Such technical data is often closely
held because ita disclosure to competitors could jeopardize the
competitive advantage it was developed to provide. Public diselosure
of such technical data can cause serious economic hardship to the
criginating company. '

(¢) The Balancing of Interests.

(1) It is apparent that there is no necessary correlation
between the Government's need for technical data and its contractors!
economic intereat therein. However, in balancing the Government's.
requirementsa for technical data agalinst the contractor'!s interest in
protacting his technical data, it should be recognized that there may
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be a considerable identity of interest. This is particularly true in
‘the case of innovative contractors who can best be encouraged to
develop at private expense items of military usefulness where their
pights in such items are scrupulously protected.
: (2) It is equally important that the Government fosater
successful contractual relationships and encourags a ready flew of
data essential to Government needs by confining its acquiaitiona of
technical data to cases of actual need. Certainly the Government must
not be barred from bargaining and contracting to obtain such technical
data as it needs, even though that technical data may normally not he
~disclosed in commercial practice. Moreover, when the Government pays
for research and development work which produces new knowledge,
‘products, or processes, 1t has an obligation to fosater technological
progreas through wide dissemination of the new and useful information
derived from such work and where practicable to provide competitive
opportunities for supplying the new products and utilizing the new
processes. "

{3) At the same time, acquiring, maintaining, storing,
retrieving, and distributing technical dazta in the vast quantities
generated by modern technology is costly and burdensome. for the
Government. For this reason alone, it would be necessary to control
closely- the extent and nature of technical data procurement. Such
control is also necessary to insure Government respect for its:
contractors' economic. interest in technical data relating to their
privately developed items. The policies and procedures of this
subsection are framed in the light of these conaiderations.

27.403-2 Policy.

{a) General. -

_ (1) It is the policy of the Department of Defense to acquire
only such technical data rights as are essential to meet Government
needs, . !

' {2) In deciding whether to acquire technical data for future

acquisitions so that all such acquisitions can be made on a

competitive basis to the maximum practicable extent, the provisicns of

this section shall govern.
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{3) Consistent with section 2320(a) of title 10, U.S. Code,
the contracting officer shail not require an offeror, as a
condition for obtaining a contract, to provide technical data
pertaining to the design, development, or manufacturer of
products or processes developed at private expense and
offered or to be offered for sale, license, or lease to the
public unless such data is necessary for the Government to
operate or maintain the product or use the process if
obtained as an element of performance under a contract
Provided, bowever, that when an agency head, on a notde-
legable basis, determines, with respect to- specific compo-
nents, that the interest of the United States in increasing:
competition and lowering costs by developing and locating
alternative sources of supply and manufacture for the spe-
cific components is best served by obtaining such data, the
contracting officer may then require such data and rights as
necessary. '

Absent an agency head determination, contracting oifi-
cers may still negotiate to obtain such technjcal data with
the right to disclose and use it whenever acquisition of the
technical data would be advantageous to the Government.
Likewise an offeror's willingness to provide this technical
data, along with appropriate rights, may he evaluated as
part of a source selection.

(b) Unlimited Rights Technical Data. Technical data in the
followlng categories shall be acquired with unlimited rights:

(1) Techniecal data resulting direectly from performance of
experimental, developmental, or research work which was apecified as
an element of performance in a Government contract or subeontract;

(2) Technical data necessary to enable others to manufacture
end-itema, components and modifications, or to enable them to perform
processes, when the end-items, components, madifications or processes
have bheen, or are being, developed under Government contracts or
subcontracts in which experimental, developmental or research work was
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specified as an element of contract performance, except technical data
pertaining to items, components or processes developed at private
expense;

(3) Technical data prepared or required to be delivered under
"any Government contract or subcontract and conatituting corrections or
changes to Government=furnished data;

{4) Technical data pertaining to end-items, components or
processes, prepared or required $o be delivered under any Government
contract or subeontract, for the purpose of identifying socurces, size,
configuration, mating and attachment characteristics, functional
 characteristics and performance requirements ("form, fit and function®
data, e.g., specification control drawings, catalog sheets, envelope
drawings, ete.);

(5) Manuals or instructicnal materials prepared or required to
be delivered under a Government contract or subcontract for
inatallation, Operatioq) maintenance or training purposes; and

{6) Technical data which is in the public domain or has bheen or
is normally released or disclosed by the contractor or subcontractor
without restrioction on further disclosure. "In the public domain®
means available to the public without copyright or other restriction
of any kind.

(e¢) Limited Rights Technical Data.

{1) Except as provided in paragraph (b) above, unpublished
technical data pertalning to items, compcnents or processes developed
at private expense will be acquired with limited rights, provided that
the data is identified as limited rights data in accordance with
subparagraph (b)(2) of the clause at 52.227-7013, Rights in Technical
Data and Computer Software. Unpublished, as applied to technical data
and computer software documentation, means that which has not been
released to the publié nor been furnished to others without
restriction on further use or disclosure.

(2} It should be clearly understood that the above statement of
policy i3 a recital of rights to be acquired in technical data.
Neither the foregoing statement of technical data rights policy, nor
its implementing subparagrapha (b){(1) and (2) of the clause at
52.227-7T013, Hights in Technical Data and Computer Scftware,
~ establishes technical data requirements for a particular contract. It
should also be noted that technical data pertaining to items,
components or proceases developed at private expense may be called
for, required, or otherwise furnished under subparagraphs (b}(1), (3),
(4}, (5), and (6) above and, as such, it will bhe acquired with

" “unlimited rights. Contract clauses and the achedule establish the

form and type of technical data to be furnished; the categories into
which such technical data fall, determine the rights to be obtained by
_ the Government to use or publish such technical data.
(3) When a period is to be established in a contract, after
which restrictive markings on technical data to be delivered
under the contract shall cease to be effective and unlimited
rights appiy, the negotiation object for such period shail not
exceed 7 years in accordance with 10 U.8.C. 2320(c).

DOD FAR SUPPLEMENT |

/58




DAC #84-1, 1 MARCH 1984 ' 27.4-8

(d) Predetermination of Rights in Technical Data.

(1)(1) When the Government needs technical data with unlimited
rights, any data which the offeror intends to deliver with limited
rights pursuant to paragraph (e) above should be identified prior to
contract award, if feasible, and an agreement with respect thereto
shall be incorporated in the contract. This procedure is called
predetermination of rights in technical data.

{ii)} The procedure may be initiated by the contracting officer or
an offeror during the. negotiation of a negotiated contract. In order
to be productive, the procedure should apply only to that technical
data for which rights may practicably be identifled. Although the
agreement may also cover technical data to be delivered with unlimited
rights, in no case shall the procedure be used to require the
contractor to furnish, with unlimited rights, technical data which he
i3 entitled to furnish with limited rights under the policy in
paragraph {¢) above. The contracting officer shall consult his
counsel as fully as possible in determining whether to use the
procedure and in connection with the varidus steps of the procedura.

(2} Any agreements reached shall be incorporated in the Schedule
of the contract directly or by reference and shall describe
specifically the technical data which may be furnished with limited
rights pursuant to paragraph (¢) above. The contracting officer may,
however, review the technical datz asserted to be limited rights data
to determine whether to invoke the procedures of paragraph (f) below
to negotiate to purchase unlimited rights in any of the technical
data, or adopt some alternative such as tow=

(1) delete or modify the requirement for the technical data in
which the Govermment would need unlimited rights if it were ordered,
ar :
(1i) modify the apecifications soc as not to require or permit the
use of the item, component or proceas covered by the limlted rights
data; or

(1ii1) 1include a contractual option to acquire unlimited rights.

(3) When the predetermination of rights in technical data
procedure is to be used; include the provision at 52.227=-T014,
Predetermination of Rights in Technical Pata, in the Request for
. Proposals. ' :

(4) If completion of predetermination proves impracticable
before award or if contractual requirements relating to design or
technical data iltems are changed during the course of a contract, an
appropriate provision shall be inecluded in the contract, requiring the
contractor to complete the identification of limited rights with
respect to that technical data listed in the selicitation for which
predetermination was proposed, or to identify limited rights technical
data relating to the changed requirements. . '
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(e) Subcontracts. It is the policy of the Department of Defense
that prime contractors and higher-tier subcontractors shall not use
_their power to award subcontracts as economic leverage to acquire
rights in the technical data of their subecontractors for themselves.
Accordingly, a subcontractor who would have the right pursuant to
paragraph (e) above to furnish technical data with limited rights, may
furnish such limited rights data directly to the Government rather
than through the prime contractor.

(r) Speecific Acquisition of Unlimited Rights in Technical Data.

(1) Notwithstanding paragraph (c) above ar any other provision
of this subsection the Government may acquire uniimited rights in any
limited rights technical data by means of negotiation with an
individual contractor or subcontractor, or as a part of a competition
among several contractors or subecontractors. Such individual
negotiation or competition may be conducted either by the Government,
or upon Government request by the prime contractor or higher=tier
subcontractor. Such unlimited rights in technical data shall be
- atated in the contract schedule as a separate item and shall be
separately priced, Unlimited rights in technical data shall not be
acquired under this paragraph unless it is determined after a finding
upon a documented record thaj==-

(1} there is a clear need for reprocurement of the item,

. gomponent, or process to which the technical data pertains;

(ii} there i3 no suitable item, component or process of alternate
deaign or availability;

{ii1) the item or component can be manufactured or the process
_performed through the use of such technical data by other competent
.manufacturers, without the need for additional technical data which
‘cannot be purchased reasonahbly or is not readily obtained by other
economic means; and

{iv)} anticipated net savings in reprocurements will exceed the
acquisition cost of the technical data and rights therein.

{2) The analysis and findings referred to in subparagraph (b){1)
above shall specifically identify each iftem, component or process and
the particular technical data therefor which is to be purchased.

{3) When all technical data is to be acquired under any contract
with unlimited rights in accordance with the findings of paragraph (f)
. (1) above, the clause at 52.227-7015, Rights in Technical Data--

. Specific Acquisition, shall be used. '

{4)(1i) .In addition to the acquisition of unlimited rights in
technical data as authorized in paragraph (f) (1) above, there will be
gituations when it is in the beat interesat of the Government to
acquire from subcontractors repair parts or components by direct sale
to the Government.

{ii) The clause at 52.227-7017, Rights in Technical Data--Major
System and Subsystem Contractor, may be used in contracts for major
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systems or major subsystems involving eatimated program expenditures
in excess of $50 million of RDT&E funds or in excess of $200 million
of production funds. When this elause 13 used, any compensation the
contractor requires for the right the subcontractor will have to use
his limited rights, technical data shall be included in the price of
the prime contract. Also, the Government shall have the right to
purchase such items direct from manufacturing subcontractors without
the payment, either directly of any fee or royalty to the prime
econtractor, or as part of the purchase price, for use of the prime
contractor's technical data.

{iii) PFor the purpose of applying the foregeing policy, the
following definitions shall be utilized: A major system is a
compasite of equipment, skills, and techniques capable of performing
and/or supporting an operational role which required or will require
regearch, development, test and evaluation investment or design,
development, test and evaluation inveatment estimated in excess of
$50 million or total production investment estimated in excess of
$200 million. A major subsystem i3 a major functional part of a major
system (as defined above) which i3 essential to operational -
completeness. Examples are: airframe, propulsion, armament, guidance,.
and communication. A major system or major subsystem contractor
includes an assocciate contractor defined as a prime contractor to the
Government .for developing and/or producing subsystems, equipment, or
components meeting specifications prepared by a contractor performing
one or more of the functions of systems engineering for a major system
{as defined above).

(g) Notice of Certain Limited Rights.

(1) Whether or not the procedure of paragraph (d) above for
predetermination of rights in technical data is used, if continuing
information ia desired under a contract about a contractor's intenticn
to use in the performance of the contract any item, component, or
proceas for which techniecal data would be subjecet to limited rights in
accordance with the policy of paragraph (e¢) above, the contractor may
be required to adviae the contracting officer of this fact promptly
(see subparagraph 27.412(a)(2) and Alternate I to the clause at
52.227-7013, Rights in Technical Data and Computer Software). If
posaible, the achedule should indicate the specific areas pertaining
to which limited rights data is of concern and the notice requirement
should be reatricted to those areas of concern.

(2} No such advice shall be required as to items, components, or
procesases for which notice was previocusly given pursuant to the
predetermination procedure in the same contract, or with reapect to
standard commercilal items which are manufactured by more than cne
source of supply. No contracting officer approval under this clause
13 necessary for the contractor to use any item, component, or
process, identified pursuant to this requirement, in the performance
of the contract. : . -
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{(3) 1If the contracting officer agrees that under the policy
stated in paragraph (c) above such technical data would be subject to
limited rights, he may then determine whether to invoke the procedure
of paragraph (f) above, to negotiate for the purchase of unlimited
rights in such data or to adopt other suitable alternatives. The
contract shall be amended to reflect any changes required by these
proceduras. . . :

(h) Alternative Proposals for Erhancement of Com-

- petition, Contracting officers shall consider use of solicita-
tion provisions to obtain aiterhate proposals from contrac-
tors that provide the United States the right to use limited
rights technical data for competitive reprocurement or that
otherwise provide for the establishment of alternate sources
of supply. o ‘

- {i} Identification of Limited Rights in Technical Data
and Restricted Rights in Computer Software Before
Delivery.

(1) Prenotification of Rights in Technical Data and
Computer Software. - -

In order for the Government to make informed judgments
concerning the reprocurement potential of items, compo-
nents, processes, or computer software developed at private
expense that an offeror intends to deliver under a resultant
contract, offerors shall identify to the maximum practicable
extent in their responses to solicitations such privately
developed items, components, processes, or computer soft-
ware and the technical data pertaining thereto which they:

(i) intend to deliver with limited rights; .

(ii) intend to deliver with unlimited rights; or

(iif) have not yet determined will be delivered with

unlimited or limited rights.

If delivery of technical data under a resultant contract is
expected, the provision at 252.227-7035, Prenotification of
Rights in Technical Data, shall be included in the solicita-
tion. If an offeror asserts limited rights to any technical
‘datd In its proposal in responding to this requirement,
Government failure to object to or reject any such assertion
-shall not be construed to.constitute agreement to any such
data rights assertion. Offerors -will furnigh, at the written
request of the contracting officer, evidence supporting any
such rights contention when the criteria governing rights in
technical data, as set forth in the clause at 252.227-7013, are

. applied. :

(2) Notice of Certain Limited Rights. , :

When the provision at 252.227-7035, Prenotification of
Rights in Technical Data, is included in a solicitation, Alter-
nate [ to the clause at 252.227-7013, Rights in Technical
Data and Computer Software, shall be included in any
resultant contract. Alternate I shall be modified so as not to .
require notice for that data with respect to which . the

_ contractor has already given notice of intention to deliver
with unlimited or limited rights in carrying out the solicita-
tion provision at 252:227-7035, Prenotification of Rights in
Technical Data, and to require the contractor to furnish,
within 60 days after a written request of the contracting
officer is received, evidence supporting any such rights
contention when the criteria governing rights in technical
data, as set Jorth in the clause at 252.227-7013, are applied.

{3) The notification received under (1) and (2) will inform
the contracting officer of the rights the Government should
expect in technical data when it is delivered and afford the
opportunity to consider taking steps before delivery of the
data to remove inhibitions on competitive acquisitions stem-
ming from inability to disclose technical data to the general
public. .
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27.803=3 Procedures.
(a) Deviations. Extension of the six-month pericd of

' subparagraph 27.403-3(d)(2) below shall be processed under the

authority of FAR Section 1.403. Other deviations to Section 27.403

"and Prom the clauses prescribed for use heresin shall be processed in

accordance with the procedures in FAR Section 1-404,

(b) Establishing the Government's Rights to Use Technical Data.
All technical data specified in a coniract or subcontract for delivery
thereunder shall be acquired subject to the pights established in the
appropriate Rights in Technical Data clauses. Except as provided in
FAR Section 48.105 and in FAR Subpart 36.5 no other clauseas,
directlives, standards, specifications or other implementation shall ba
ineluded, directly or by reference, to enlarge or diminish such
rights. The Government's acceptance of technical data subject to
limited rights does not impair any rights in such data to which the
Government i3 otherwize entitled or impair the Government's right to
use similar or identical data acquired from other sourcea.

(¢} Marking of Technical Data.

(1) Technical data delivered to the Government pursuant to any
contract requirement shall be marked with the number of the prime
contract, except as provided, in Subparagraph 27.404-2(e}(2), and the
name of the contractor and any subcontractor who generated the
technical data. Each plece of technical data submitted with limited
rights shall alao he maried withe=-

(i) the authorized restrictive legend,

{(11) an indication (for example, by circling, underscering, or a
note) of that portion of the piece of technical data to which the
legend is applicable, and

(iii) an explanation of the indication used to identify limited
rights data. :
The Government shall include such identifying markings on all
reproductions thereof, unless the Government cancels such markings
pursuant, to subparagraphs (¢}{2), (d)(3), or (d)(4) below.

(2) The contractor has the reaponaibility to assure that no
restrictive markings are placed on technical data except in accordance
with the "Righta in Technical Data and Computer Software” clause at
52.227=7013, Copyright notices as specified in Title 17 United States
Code, Sections 401 and 402, are not conaidered "restrictive markings®.
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When the clause at 52.227-7013, "Rights in Technical Data and Computer
Software”, 1s required by 27.412(a), the clause at 52.227-7018,
"Restrictive Markings on Technical Data"™, shall also be included in
the contract. The contractor's procedures required by this clausse
shall be reviewed periodically by the Contract Administration Qffice.
In addition to the rights afforded to the Government by the clause at
52.227-7T018, "Restrictive Markings on Technical Data™, the following
actions are available to insure proper marking of technical data:

(i} The procedures in paragraph (d), "Removal of Unautherized
Markings", of the clause at 52.227-7013, may be invoked if the
econtractor fails to follow procedures required by the clause at
52.227-7013, Righta In Techinical Data and Computer Software, or fails
to correct deficiencies within a specified time.

(ii) Failure to follow proper marking procedures may alsoc be
deemed to render technical data noneconforming and subject to FAR
Section 46,102 and to withholding of payments under the "Technical
Data--Withholding of Payments™ clause.

(iii) When a pre-award survey is requested by the purchasing
office, the quality assurance review shall inelude as an item of
special inquiry an examination of the prospective contractorta
procedures for complying with the "Restrictive Markings on Technical
Data" clause. :

_ {iv) The contractor's procedures for complying with the
"Restrictive Markings on Technical Data™ clause shall be reviewed when
holding post-award conferences pursuant to FAR Subpart 42.

{d) Unmarked or Improperly Marked Technical Data.

(1) The Government shall have the right to require the
contractor to furnish clear and convincing evidence of the propriety
of any restrictive markings used by the contractor on data furnished
to the Government under contract.

: (2) Technical data received without a restrictive legend shall
be deemed to have been furnished with unlimited rights. However,
within six months after delivery of such data the contractor may
request permission to place restrictive markings on such data at his
own expense and the Government may so permit if the contractore-

(1} demonstrates that the omission of the restrictive marking
was lnadvertent,

(ii) establishes pursuant to subparagraph (d)(1) above that the
use of the markings is authorized, and

(iii) relieves the Government of any liability with respect to
such tachnical data (see Paragraph 27.403-3(a)).

_ (3) If technieal data which the contractor is not authorized by
the aontract to furnish with limited rights is received with
restrictive markings, the technical data shall be used with limited
rights pending written inguiry to the contractor. 1If no response to
an inquiry has been received within 60 days, or if the response fails
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to substantiate by clear and econvineing evidence that the markings
were authorized, the cognizant Government personnel shall cancel or
ignore such markings, notify the contractor aceordingly in writing,
and thereafter may use such technical data with unlimited rights.

(4) If technical data which the contractor is authorized by the
contract to furnish with limited rights is received with restrictive
markings not in the form prescribed by the contract, the technical
data shall be used with limited rights, and the contractor shall be
required by written notice to correct the markings to conform with
those specified in the contract., If the contractor fails to =20
correct the markings within 60 days after notice, Government personnel
may correct or cancel the markings, so notify the contractor in
writing, and thereafter use the technical data accordingly.

(e) Technical Data Furnished on a Restricted Basis in Support of
a Proposal., When the contracting officer contemplates awarding a
contract on a solicited or unsolicited proposal which was offered on a
reatricted basis (see FAR Section 5.413 and FAR Section 15.509), he
shall ascertain whether to acquire rights to use all or part of the
technical data furnished with the proposal. If such rights are
desired, the contracting officer shall negotiate with the offeror in
accordance with the policies set forth in this Section 27.403. If the
offeror agrees to furnish the technical data under the contract, the
appropriate clause at 52.227-7013, Rights in Technical Data and
Computer Software, shall be inserted in the contract, and the contract
shall identify the technical data to he covered by the clause as
provided by Section 27.410.

(f) Delivery of Technical Data to .Foreign Governments. As
provided in the definition of limited rights in Section 27.4G1,
limited rights include the right of the Government to deliver the
technical data to foreign governments as the national interest of the
United States may require, subjeet to the same limitations which the

- Government accepts for itself. When the Government proposes to make
technical data subject to limited rights available for use by a
foreign government, it will, to the maximum extent practicable, give
reasonable notice thereof to the contractor or subecontractor who
generated the technical data and whose name appears thereon.

27.4084 Acquisition of Rights in Computer Software.

27 ouou-1 Policy-

(a) The Government ahall have unlimited rights in:

(1) Computer software resulting directly from or generated as
part of the performance of experimental, developmental, or research
work specified as an element of performrance in a Government contract
or subecontract;

(2) Computer software required to be originated or developed
under a Government contract, or generated as a necessary part of
performing a contract;
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- (3) Computer data bases, prepared under a Government contract,
consisting ofe-=(1i) information supplied by the Government--(ii)
information in which the Government has unlimited rights, or--(iii)
informaticn which is in the public domain;

(4) Computer software prepared or required to be delivered under
this or any other Government contract or subcontract and constitufing
-eorrections or changes to Government-furnished software; or

' (5) Computer software which is in the public domain or has been
or is normally furnished by the contractor or subcontractor without
restriction.

(b) When the Government has unlimited rights in computer
software in the posseasion of a contractor, no payment will be made
for rights of use of such software in performance of Government
contracta or for the later delivery to the Government of such computer
software, provided however, that the contractor shall be entitled to
compensation for converting the software into the preacribed form for
reproduction and delivery to the Government.

(¢) It i3 Department of Defense policy to acquire only such
rights to use, duplicate, and disclose computer software developed at
private expense as are necessary to meet Government needs. Such
rights should be designed to allow the Government flexibility while,

- at the same time, adequately preserving the rights of the contractor.
Computer software developed at private expense may be purchased or
leased. Restrictions may be negotiated with respect to the right of
the Government to use, duplicate, or disclose computer programs or
computer data bases developed at private expense. As a minimum,
‘however, the Government shall have the rights provided in the
definition of restricted rights in Section 27.401.

(d) Patented or copyrighted computer software will not be
subject to any agreement prohibiting the Government from infringing a
patent or copyright. Title 28, United States Code, Section 1498
provides that the Government is liable only for reasonble compensation
for use of a patented invention or for infringement of copyright.
However, see Section 27.711. .

(e) When computer software is developed at private expense and
acquired with restricted rights, the associated computer software
documentation will be acquired with limited rights to the extent
provided in the definition of limited rights in Seection 27.401, and
will not be used for preparing the same or similar computer software.

(f) Commercial computer software and related documentation
developed at private expense may be leased, or a license to use may be
. purchased, by the Government subject to the resatricticns in
subdivision (b){3)(i) of the clause at 52.227-T013, Rights in
Technical Data and Computer Software.
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27.404-2 Procedures. : _ :

(a) Deviations. All requests for deviations from this Section
27.404 shall be submitted to the DAR Counecil in accordance with the
procedures in FAR Section 1.U04.

{(b) General.

(1) Except as provided at 52.227-7031, Data Requirements, any
computer program or computer data base to be purchased under a-
contract shall be listed on the Contract Data Requirements List
{DD Form 1423). Also, if a contract requires the conversion of data
to machine-readable form; the editing or revision of existing
programs, or the preparation of computer software documentation, the
products of this work, if required to be delivered, shall be ineluded
on the DD Form 1423.

{2) The clause at 52.227=7013, Righta in Technical Data and
Computer Software, shall be included in every contract under which
computer software may be originated, developed, or delivered. That
¢lause establishes the circumstances under which the Government
secures unlimited rights in both technical data and computer software,
limited rights in technical data, and reatricted rights in computer
software. In negotiated contracts where the clause at 52.227-7013,
Rights in Technical Data and Computer Software, 1s required, the
provision at 52.227-7019, Identification of Reatricted Righta Computer
Software, shall be included in the solicitation.

{3) Contracts under which computer software developed at private
gxpense 1s procured or leased shall explicitly set forth the rights
necessary to meet Government needs and restrictions applicable to the
Government as to use, duplication and disclosure of the softwara.
Thus, for example, such software may be needed, or the owner of such
software will only sell or lease it, for. speeific or limited purposes -
such as for internal agency use, or for use in a specific activity,
installation or service location. In any event, the contract must
clearly define any restrictions on the right of the Government to use
such computer software, but such restrictions will be acceptable only
if they will permit the Government to fulfill the need for which such
software is being procured. The recital of restrictions may be
complete within itself or it may reference the contractor's license or
other agreement setting forth reatrictions. If referencing is
employed, a copy.of the license or agreement must be attached to the
contract. The minimum rights are provided in the Rights in Technical
Data and Computer Software clause at 52.227-T013, and need not be
ineluded in the recital.

(4) When computer software developed at private expense is
modifled or enhanced as a necessary part of performing a contract,
only that portion of the resulting product in which the original
product is recognizable will he deemed to be computer aoftware
developed at private expense to which reatrieted righta may attach.
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(3) The scope of the restrictions on or, conversely, the scaope
of the use which the Government 1s permitted to make of such software
shall be taken into account in determining the reascnableness of the
contract price for the computer software.

(¢) Computer Software Subject to Restricted Rights.

" (1) Because of the widely-varying restricticns which are likely
to be encountered in the purchase or lease of computer software
developed at private expense, a atandard recital setting forth
specific restrictions and rights suitable for all cases is not
feagible, If the standard set of restrictions and rights set forth in
paragraph 27.404=1(f) for commercial computer software is not
appropriate, personnel are urged to consult counsel in any case in
which the proposed contractor requests the Covernment to accept other
restrictions on the use of such software.

{2) To apprise user peraonnel of the restrictions on use,
duplication or disclosure agreed to by the Government with respect to
such software s0ld or leased %o the Government, the contractor is
required to place the following legend on such software:

RESTRICTED RIGHTS LEGEND
Use, duplication or disclosure is subject to
restrictions stated in Contract No. veevessereans
Wibthesaesesssrsesaseess{Name of Contractor).

‘For commercial computer software and documentation, the contract
number may be omitted and replaced by "paragraph {(b){3)(B) of the
Rights in Technical Data and Computer Software clause at 52.227-T013",
and the contractor's addresas added. The Government shall inelude the
same restrictive markings on all its reproductions of the computer

- software unless the Government cancels such markings pursuant to the
-procedures in Paragraph 27.403-3(d}.

, (3) A statement setting forth the restrictions impcsed on the
Government to use, duplicate, and disclose computer software subject
to restricted rights is required to be prominently displayed in human-
readable form in the compufer software documentation. The reference
to the Rights in Technical Data and Computer Software clause in the
Restricted Righta Legend on. commerceizl computer software and
documentation satisfies this requirement.

(4) . Except aa provided in paragraph (b) above, computer
programs, computer data bases, and computer software documentation
delivered to the Government pursuant to a contract requirement must be
identified with the number of the prime contract and the name of the
contractor.

{(5) All markings, (notice, legends, identifications, etec.)
concerning restrictions on the use, duplication, or disclosure of
computer software required or authorized by the terms of the contract

iy
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under which delivery is made are required to be in human-readable form
that can be readily and visually perceived and, in addition may be in
machine=-readable form as appropriate and Feasible under the
oirecumstances, Such markings shall be affixed by the contractor to
the computer software prior to delivery of the software to the
Government., '

(6) The human-readable markings may be applied to card decks,
magnetic tape reela, or dise packs. This may be, in the case of a
card deck, on a notice card even though the c¢ards of the deck do not
contain printed material; in the case of a card deck packaged in a
container intended as a permanent receptacle for the cardsa, on the
container; in the case of a tape, on the tape reel or on the surface
of the leader and trailer of the tape; and in the case of a disec pack,
on the hub of the dise.

(d) Unmarked or Improperly Marked Computer Software.

{1) No restriective markings shall be placed upon computer
software unless restrictions are set forth in the contract prior to
delivery of the software. Copyright notices as specified in Title 17,
United States Cocde, Sections 401 and 402 are not considered
"restrictive maprkings”. The Government may require the contractor to
identify the contractual provision setting forth such restrictions
before accepting computer software with restrictive markings. If
computer 3oftware is received with restrictive markings, and there is
a question whether it is authorized by the contract to be furnished
with restricted righta, it shall be uszsed subject to the asserted
restrictions pending written inquiry to the contractor. If no
response to an ingquiry has been received within 60 days, or if the
response fails to identify the restrictions set forth in the contract,
the cognizant Government personnel shall cancel or ignore the
markingsa, notify the contractor accordingly in writing, and thereafter
use the software with unlimited rights.

(2) Computer software received without a restrictive legend
shall be deemed to have been furnished with unlimited rights.

However, the contractor may request permission to place restrictive
markings on such software at his own expense, and the Government may
30 permit, if the contractor establishes that the markings are
authorized by the contract and demonstrates that the omission was
inadvertent. Failure of the contractor to mark such computer software
prior to delivery to -the Government shall relieve the Government of
liability for any use, duplication or disclosure of such computer
software.

(3 1r computer software authorized by the contract to be
furnished with restrictions is received with restrictive markings not:
in the form prescribed by the contract, the software should be used in ’
accordance with the restrictions provided for in the contract and the
contractor shall be required by written notice to correct the markings
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to conform with those specified in the contract. If the contractor
fails to correct the markings within 60 days after notice, Government
personnel may correct the markings, and so notify the contractor,

27.4305 Contracta for Acquisition of Special Worka.

{a) The clause at 52.227-7020, Rights in Data--Special Works,
shall be used in all contracts for special works, inecluding technical
data and computer software, where ownership and control by the
Government is desired, for example, in contracts--=(1} primarily for
the production of audiovisual works including motion pilctures or
television recordings with or without accompanying sound, or for the
preparation of motion picture scripts, musical compesitions, sound
tracks, translations, adaptations, and the like; (2) for histories of
the respective Departments for services or units thereof; (3) for
works pertaining to recruiting, morale, training, or career guidance;
(4) for surveys of Government establlishments; (5) for works pertaining
to the instruction or guidance of Government officers and employees in

" the discharge of their offlcial duties; and (6) primarily for

production of technical reports, studies, or similar documents.

(b) Contracts for audiovisual works may include limitationa in
connection with music licenses, talent releases, and the like which
are consistent with the purpose for which the works are acquired.

"27.406 Contracts for Acquisition of Existing Works.

(a) Off-the-Shelf Purchase of Books and Similar Items.
Notwithstanding the instructions of any other paragraphs in this part,
no centract clause contained in this part need be inecluded in
contracts for the separate, sole procurement of data, other than
motion pictures, in the exact form in which such material exists prior
to the initiation of a request for purchase (such as the off-the-=shelf
purchases of existing products) unless the right to reproduce such
technical data is an objective of the contract.

(b) Purchase of Existing Audiovisual Works.

(1) The clause at 52.227-7021, Rights in Data--Existing Works,
shall be used in contracts exclusively for the procurement of existing
motion pictures, televiaion recordings, or other audiovisual worka.
The contract may set forth limitations consistent with the purposes
for which the material covered by the contract is being procured.
‘Examples of these limitations are--(i) means of exhibition or
transmission; (ii) time; (iii) type of audience; and (iv) gecgraphical
location. Paragraph (c¢) of the clause should be modified to make the
~indemnity coextensive with the rights acquired under paragraph (b) of
the clause as limited by the contract.

(2) In contracts which call for the modification of existing
motion pictures, television recorda, or other audiovisual works
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through editing, translaﬁicn, or addition of subject matter, the
alause at 52.227-7020, Rights in Data--Special Works, appropriately
modified, shall be used.

27.407 Contracts Limiting Government's Right of Publication for Sale
to the Ceneral Public. The paragraph of Alternate Il may be added to
the clause at 52.227-7013, Rights in Technical Data and Computer
Software, for use in contracts for research when the contracting
officer determines, in consultation with counsel, as appropriate, that
public dissemination of a work, or certaln designated parts of a work,
specified to be delivered under the contract is in the bast interest
of the Government and would be facilitated by the Government
relinquishing its right to publish the work for sale, or to have
others publish the work for sale on behalf of the Government. This
paragraph shall not be used otherwise.

27.408 Architect-Engineer and Construction Contracts.

27.408~=1 General. This section sets forth policiea, procedures,
implementing instructions, solicitation provisions, and contract
clauses pertaining to data, copyrights, and reatricted designs unique
to the acquisition of construction and architect-engineer services,

27.408-2 Acquisition and Use of Plans, Specifications, and Drawings.

(a) Architectural Designs and Data Clauses for Architect-
Engineer or Construection Contracts. .

(1) Plans and Specifications and As-Built Drawings.

(1) Except as provided in (ii) below, insert the clause at
52.,227=-7022, Government Rights: (Unlimited), in solicitations and
contracts calling for architect-engineer services or in contracts for
construction inveolving architect-engineer services.

(ii) When the purpose of a contract for architect-engineer
gervices or for construction involving architecte-engineer services is
to obtain a unique architectural design of a building, a monument, or
conatruetion of similar nature, which for artistie, eathetic or other
special reasons the Government does not want duplicated by anyone
else, the Government may desire to acquire exclusive control of the
data pertaining to such design. In those cases only where the :
contracting officer determines for the foregoing reasons that 1% is
deairable to maintain exclusive control over the design and data, the
clause at 52.227-7023, Drawings and QOther Data to Become Property of
Government, shall be used in solicitation and contracts. If the
contract is for architect-engineer services, the c¢lause at 52.227=-7022
shall be deleted and the clause at 52.227=7023 substituted therefor.
If the contract is for construction invelving architect-engineer
servicea, only the clause at 52.227-7023 shall be included.
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(2) Shop Drawings for Construction. In aequiring shop drawings
for construction, the Government shall obtain the unlimited right to
‘use and reproduce such drawings, but shall not exclude a similar right
in the designer or othera. Accordingly, in solicitations and
contracts calling for delivery of such drawings, insert the clause at
52.227-7033, Rights in Shop Drawings.

27.408-3 Contracts for Construction Supplies and Research and
Development Work. The sclicitation proviaions and contract clauses in
Subpart 27.4 relating to technical data, other data, computer

. -aoftware, and copyrights and prescribed for use in solicitation and

- contracts for the acquisition of other than construction or architect-
engineer services are applicable when the acquisition is limited to
either {(a) conatruction supplies or materials as such, as
distinguished from construction as defined in FAR 36.102; (b)
experimental, developmental, or research work, or test and evaluation
atudies of structures, equipment, processes, or materials for use in
construction; or (e¢) both. The right of the Government and others to
use, duplicate, or disclose such technical data, other data, or
computer software will be determined by the terminology of the
applicable clauses in the contracts or the terminclogy of agreementa
recited-in or made part of the contracts.

27.408-4 Mixed Contracts. When sclicitations and resulting contracts
eall for (a) supplies or materials, (b) experimental, developmental or
research work, or (e) both, in addition to either construction or
architect-engineer work, the solicitation provisions and contract
clauses in Subpart 27.4 relating to technical data, other data,
computer software, and copyrights and prescribed for use in
solicitations and contracts for the acquisition of other than
conatruction or architect-engineer services shall be included in such
solicitationa and resultant contracta in addition to the appropriate
solicitation provisions and contract clauses prescribed for use in
golicitations and contracts for construction or architect«engineer
services. In such cases, the solicitations and resulting contracts
shall clearly indicate which of the solicitation provisions and
contract clauses apply only to the supplies or materials being
acquired, or to the experimental, developmental, or research work, or
to both, and which of the solicitation provisions and contract clauses
" apply only to the construction or architect-engineer work.

27.408-5 Approval of Restricted Designs.

(a) Speeifications for construction should allow for maximum
latitude in the use of variocus types of commercially available
products, materials, equipment, or processes which will meet objective
Government requirements. However, Govermment requirements may
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necessitate, or the architect-engineer may contemplate the use of
structures, products, materials, equipment, or processes which are
available only from a sole source. In such event, the architect-
engineer should report to the contracting officer the items known to
him to be sole source, and the reasons therefor, and advise the
contracting officer of the extent to which such items are considered
necessary to meet the.Government's requirements. This will make
possible timely planning and arrangements for the use of sole source
items, or where appropriate, consideration of alternate items,

(b) This procedure is not intended to restrict the use of
patented or copyrighted items, but is meant to give the Government an
. oppertunity to consider whether the specification being drawn by the
architect-engineer, in regard to any one item, are unnecessarily
restricted, according to objective Government requirements to a single
sole item, The procedure is primarily for use in instances where the
proposed dezign is expected to he conventicnal or standard and where
the design may be used in subsequent acquisitions. For this purpose,
the clause at 52.227-7024, Notice and Approval of Restricted Designs,
may be ilnserted in architect-engineer contracts. oo

27.809 Contracts Awarded Under Small Business Innovation Research
Program {SBIR Program).

(a) P.L., 97-219, "Small Business Innovation Development Act of
1982", requires certain agencies to establish a Small Busineas
Innovation Research Program (SBIR Program). The public law also
ineludes terminology providing for "retention of rights in data
generated in the performance of the contract by the small business
concern”. The Small Business Administration (SBA) issued Policy
‘Directive No. 65-01 on 19 November 1982 to provide policy direction -
for the conduect of the Small Business Innovation Research Programs
within the federal agencies. The pelicy directive was issued pursuant
to the authority contained in the public law. -

(b} In the policy directive, the SBA in essence recommended
that, except for program evaluation, agencies should protect technical
data and computer software generated under an SBIR Program contract
(funding agreement) for a period of two years from the completion of
the contract under which the technical data and computer software werse
generated, unless the agencies obtained permission to disclose such
data and software from the contractor.. The SBA also recommended that,
effective at the conclusion of the twoe-year period, the Govermment
shall have a royalty-free license in the technical data and computer
goftware for Government use. The SBA further recommended that the
contractor, with prior written permission of the contracting officer,
be afforded ownership of copyright in technical data and computer
software generated under an SBIR Program contract and that the
contractor be allowed to publish (subject to national security
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considerations, if any) such data and software. The policy directive
considered it appropriate that the Government should receive a
royalty=-free license under any copyright and that each publlecation
should contain an appropriate acknowledgement and diaclaimer
statement.

{¢) The clause at 52.227-T025, Rights in Technical Data and
Computer Software (SBIR Program), lncorporates the coverage
~recommended by the SBA policy directive and shall be ineluded in all
. contracts awarded under the SBIR Program in which technical data or
computer software is required to be prepared, originated, developed,
generated, or delivered. The clause differs basically from the clause
at 52.227-7013, Rights in Technical Data and Computer Software, in
“that it incorporates a new category of rights defined as license
rights. This new category permits certain technical data and computer
goftware generated under an SBIR Program contract to he delivered with
~ a license rights legend thereon. The clause thus permits technical
- data to be acquired under a contract with license rights, unlimited
rights, or limited rights; and computer software to be acquired with
license rights, unlimited rights or restricted rights. The clause is
limited to use solely in contracts awarded under the SBIR Program.

27.410 Acquisition of Technical Data and Computer Software.

. 27.410=-1. General.

(a) Policy. ‘

{1) Technical data and computer software is expensive to prepare
in the required form and to maintain and update. Every effort,
therefore, should be made to avoid placing a requirement upon a
contractor to prepare and deliver technical data or software unless
the need i3 positively determined. By delaying the delivery of
‘technical data or software until needed for a specific purpose,
_storage requirements within DoD of technical data and computer
software items are reduced, the handling of technical data and
software superseded by updated verszions is greatly decreased and the
. purchase of technical data or software which may become obsolete by
pending hardware changes is minimized.

{2) Economy in the purchase of technical data and software and
‘the probability of greater currency may be achieved by deferring the
delivery, and in some cases deferring the ordering, of technical data
or software until an operational need is determined, or until
stability of deaign or production is reached during contract
performance. The application of the deferred delivery and deferred
ordering prineciples, as explained further, should be made only after a
_ careful evaluation on a case-by-case basis of the antiecipated
operational uses of technical data or computer aoftware and any other
relevant considerations. When it ia expected that technical data or
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computer software may be required, but the precise need at time of
contracting has not been determined, deferred ordering will be used to
avoid the cost of preparation but allow the ordering of the technical
data or software at some point downstream in contract performance
should the need arise. When the need but not the time of delivery can
be determined, deferred delivery will be used. When deferred delivery
is used, it is expected that the contractor will price the technical
data and softwara at the time of contracting and incur the cost of
preparation prior to the eall for delivery. Therefore, it is
important that deferred ordering rather than deferred delivery be used
where the need for technical data or software is doubtful. Whether
the technique of deferred delivery or deferred ordering is used, the
receipt of technical data or software by the Government should be
scheduled to be in phase with a specific and planned use of the
technical data or software.

(b} Deferred delivery refers to the practice of timing the
delivery of technical data or computer software specified in a
contract to a firm, operational need. This technique should be used
only when a technical data or software requirement can be determined
at the time of contracting and therefore i3 specified on the DD Form
1423, but the time or place of delivery 13 not firm. The dates for
the delivery of data and software should be scheduled to coincide with
the needs of the Govermment. The contractor, however, must be
notified sufficiently in advance of a delivery date to enable him to
provide the technical data or aoftware in specified form on time.
Thus, in any contract the Government may defer the delivery of all or
any portion of the technical data or computer software specified in
the contract until actual need can be economically determined. The
Government may require the contractor to deliver any such data or
software, or pertions thereof, at any time during the performance of
the contract or within two years from either acceptance of all items
(other than data and software} under the contract or termination of
the contract, whichever ia later. However, the contractor's
obligation to deliver technical data pertaining to any item obtained
from a subcecontractor shall cgease two years after the date on which he
accepts the item. The Government's righta in deferred delivery data
and goftware are as prescribed in the contract under which the data or
software 13 to be delivered. When the delivery of technical data or
computer software i3 to be deferred, the clause at 52.227-7026,
"Deferred Delivery of Technieal Data or Computer Softwara", shall be
included in the contract.

(e¢) Deferred ordering refers to delaying the ordering of
technical data or computer software generated in the performance of
the contract until such time as a need can be established and the
requirements can be specifically identified for delivery under the
contract. In many instances 1t is difficult to determine during
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solicitation and negotiation stages exactly what data or software is
‘neadad. The information avallable at these stages may suggest the
need for some data or software but further information may be needed
to identify the specific data or software items. In such situations,

" and also when it i3 desired to delay the ordering of technical data or
computer software until such time as the production design becomes

. firm, the clause at 52,227-T027, Deferred Ordering of Technical Data
or Computer Software, i3 appropriate. The requirement for technical
data or computar software under these circumstances is not listed on
the DD Form 1423 until the specific need is detarmined. Whenever the
clause at 52.227~T027, Deferred Ordering of Technical Data or Computer
Software, is used, the clause at 52.227-7013, Rights in Technical Data
and Computer Software, shall alsc be included., When data or software
items are ordered, the delivery dates shall be negotiated and the
contractor shall be compensated for converting the data or software
into the prescribed form, for reproduction and delivery to the
Government. Compensation to the contractor shall not include the cost
of generating such data or scftware since it was generatad in the
performance of work for which the Government has already agreed to pay
‘the contractor.

-27.410-2 Requirement for Technical Data Certificatiom (a) The provision
at 52.227-7028, Requirement for Technical Data Certification, shall be
included in a solicitation that may result in a negotiated contract
when information is needed to establish whether an offeror has .

. delivered or is obligated to deliver to the Government under any
contract or subcontract the same or substantially the same technical
data inecluded in the offer (see 15.406 and FAR 15.406-5(a)). This
golicitation provision requires the offeror to submit with the offer a
certification as to whether the same or substantially the same
technical data that is included in the offer has been delivered or ia
obligated to be delivered to the Government under any contraet or
subcontract. If 30, the offeror will bhe required to identify one such
contract or subecontract under which such technical data waa delivered
or will be delivered, and the place of such delivery.

{b) If technical data is required to be delivered under a
contract, the clause at 252.227-7038, Certification of Techni-
cal Data Conformity, shall be included in solicitations and
any resuitant contract.

(1) This clause requires the contractor to certify in writing
that, to the best of jts knnw!edge and belief, technical data
delivéred under the contract is complete, accurate, and
compiies with ail requirements of the contract. The clause
states that technical data deliverabie under the comtract
may be reviewed by the Government both before and after
Government acceptance. The clause also contains some
illustrative examples of such riview.
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27.410=3 Identiricatioa of Techniocal Data.

(a) The contractor is required to include on technical data
delivered under a contract his name, the contract number and the name
of any subcontractor who generated any part of such data. 1If
technical data were marked, for example, in the manner permitted by
paragraph (b)}(2) of the clause at 52.227-7013, Rights in Technical
Data and Computer Software, such marked data would comply with the
requirements of the clause identified in (b) below and need not be
further identified pursuant to this clausa. The marking requirement
provides the basia for identifying the rights of the contractor and
the Government in technical data.
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(b) To insure that technical data is fully identified as to its
source, the clause at 52.227-7029, Identification of Technical Data,
shall be made a part of any contract under which technical data is to
" be delivered.

27.410-4 Technical Data-withholding of Paynent.

{(a) Timely delivery of technical data is particularly important
to the coperation and maintenance of equipment as well as competitive
procurement of follow=-on quantities of contract items and of items
broken out from an dssembly or équipment. The clause at 52.,227-7030,
Technical Data-=Withholding of Payment, i3 designed to assure timely
delivery of technical data. The clause permits a withholding not
" exceeding 10 percent of the total contract price or amount, but the
contracting officer may specify a lesser amount in the contract if
circumstances warrant. A case-by-case determination as to the amount
to be withheld shall be made by the contracting officer after
considering the estimated value of the technical data to the
Government. No amount shall he withheld when the failure to make
timely delivery arises out of causes beyond the control and without
the fault or negligence of the contractor.

(b) Withholding action under paragraph (b) of the clause should
be taken only when the contractor has failed to make timely deliveries
of acceptable technical data on other contracts or if the Contracting
Officer has information which would cause him to anticipate late
delivery of technical data or delivery of deficient technical data.
The amount of withholding should be based on the estimated value of
the technical data to the Government.

2T7.410-5 Warranties of Technical Data. The factors contained in
Section 46.703, Criteria for Use, shall be considered in deciding
whether to provide for warranties of technical data delivered under
contracts calling for technical data. The basic technical data
warranty clause is set forth at 52.2U46-7001, Warranty of Data. There
are two alternates to the basic clause. The basie clause and the
appropriate alternate should be selected in accordance with Section
L&,770,

27.410-6 Data Requirements.,

(a) The eclause at 52,227-7031, Data Requirements, shall be
included in all solicitaticns and contracts, except that the clause
need not be included ine=

{1) any contract, of which the aggregate amcunt involved does
not exceed $25,000 and in any blanket purchase agreement and purchase
order utilizing the DD Form 1155 (lowever, the DD Form 1423 shall be
used with orders issued under a basic ordering agreement);

{2) any contract awarded to a contractor outaide the United
States, except those under Subpart 25.71, Canadian Purchases;
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(3) any research or exploratory development contract when
reports are the only deliverable item(s) under the contract;

(4) any service type contract, when the contracting officer
determines that the use of the DD Form 1423 (Contract Data
Requirements List) is impractical for use with respect to records
prepared by a contractor in performing operation and maintenancs under
the contract; -

(5) any contract under which construction and architeatural.
drawings and specifications are the only deliverable items;

(6) any contract for commercial items when the only deliverable
data 1s such an iteém, or would be packaged or furnished with such
items in accordance with customary trade practices; or
‘ (7) any contract for items containing material which, by virtue
of its potentially dangerous nature, requires controls to assure
adequate safety to life and property, when the only deliverable data
is the Materials Safety Data Sheet (MSDS) submitted in compliance with
Federal Standard 313A and the clause at FAR 52.223-3, Hazardous
Material Identification and Material Safety Data, and when such clause
is inecluded in the contract. :

(b} The clause at 52.227-7031, Data Requirements, 3tates that
the contractor is required to deliver only the data items listed on
the DD Form 1423 and the data items identified in and deliverable
under any contract clauae of Subpart 52.2 and FAR Subpart 52.2 made a
part of the contract. _

(e) Other than the data items falling within the exceptions set
farth in paragraph (a) above, and the data items identified in and
deliverable under any contract clause of, Subpart 52.2 and FAR Subpart
52.2 made a part of the contract, the requirement for delivery of any
data items under the contract can be established only by listing the
data items on the DD Form 1423 (see Section 53.270). “Therefore,

uniess excepted in this subparagraph, all technical data to

be delivered under a contract shall be listed on, and its

delivery scheduie indicated on, the DD Form 1423 incorpo- :

rated in the contract.” The clause at
52.227=7031, Data Requirements, shall be inserted in all contracts in
which the DD Form 1423 is used. The DD Form 1423 need not be used to
list data or software requirements in any of the contracts fallin
within the exceptions set forth in paragraph (a) above, :

27.411 Contracts With Foreign Sources to be Performed Cutside the
United Statea. Normally, the clause at 52.227-T032, Rights in
Technical Data and Computer Software (Foreign), is used in =
solicitations and contracts with foreign sources, except that the
clause shall not be used in contractas for special works (see section
27.405), contracts for existing works (see section 27.4Q6), or
contracts for Canadian purchases (see Subpart 25.71, Canadian
Purchases). This clause should be inserted when the Government is to
acquire unlimited rights in all technical data, including reports,
drawings and blueprinta, and all computer software, specified to be
delivered to the Government. The clause at
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52.227-7013, Rights in Technical Data and Computer Software, shall be
. inserted when the same rights are to be obtained as would be obtained
if contracting with United States firms. Notwithstanding paragraphs
27.403-3(a) and 27.404-2(a), the clause may be modified to meet the
requirements necessary for and peculiar to the foreign procurement,
provided it agrees with the policies and principles of subsections
27.403=2 and 27-404=1,

27.412 Solicitation Provisions and Contract Clauses.

_ {(a){1) The contracting officer shall insert the basic data
clause at 52.227-7013, Rights in Technical Data and Computer Software,
in solicitationa and contracts when technical data is specified to be
delivered or computer software may be criginated, developed, or
delivered, provided that such clause shall not be used in
solicitations and contractge-

(1) When all technical data to he delivered is to be acquired
with unlimited rights pursuant to the poliecy at 27.403-2(f) in which
case the clause at 52.227-7015, Rights in Technical Data==-Specific
Acquisition, shall bhe used;

(ii) When existing works are to be acquired in accordance with
section 27.406;

(iii) When special works are to be acquired in accordance with
 section 27.405;

(iv) When the work will be performed by foreign sources outside
the United 3States, its territories, possesaions, or Puerto Rico,. in
_which case the clause at 52.227-7032, Rights in Technical Data and
Computer Software (Foreign) applies;

{v) When performance will be limited solely to architect-
éngineer services or construction, in which case either the clause at
52.227-7022, Architect-Engineer Work--Unlimited Rights, or the clause
at 52.227-7023, Architect-Engxneer Work--Sole Property Rightas,
applies; and

{(vi) When the contract is awarded under the DoD Small Buainess
Innovation Research Program (SBIR Program), in which case the clause
‘at 52.227-7025, Rights in Technical Data and Computer Software (SBIR
.Program), applies.

(2) The contracting officer shall use the clause with its
Alternate I in accordance with the policy at 27.403-2(g).

(3) The contraéting officer shall use the clause with its
Alternate II under the circumstances apeeified at 27.407.

(b) The contracting officer shall insert the provision at
.52.227-7014, Predetermination of Rights in Technical Data, in
golicitations when the procedure of 27.403=2{d) is to be used.

(e} The contracting officer shall insert the clause at
52.227-7015, Rights in Technical Data~-3pecific Acquisition, in
solicitations and contracts when all technical data is to be acquired
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with unlimited rights in accordance with 27. 403-2(£)(1),(2), and (3).
The elause shall also be included in subcontracts when the Government
has determined to acquire all technical data with unlimited rights
from a subcontractor in accordance with the authority and findings of
subparagraph 27.403-2(£)(1), (2), and (3). The clause shall not be
used under any other c¢ircumstances. '

(d) The contracting officer, in order to prevent any

misinterpretation of the scope of the clause at 52.227-7013, Rights in
" Technical Data and Computer Software, in the contract, may insert the
clause at 52.227-7016, Contract Schedule Items Requiring Experimental,
Daevelopmental, or Research Work, in solicitations and contracts when
the solicitations and contracts, in whole or in part, call for
experimental, developmental, or research work as an element .of
performance.

(e} The contracting officer may insert the clause at
52.,227-7017, Rights in Technical Data--Major System and Subsystem
Contracts, in solicitations and contracts for major systems or major
subsystems under the circumstances specified at 27.403-2(£)(4)(1),"
(ii), and (iidl).

(f} The contracting officer shall insert the clause at
52.227-7018, Restrictive Markings on Technical Data, in all
solicitations and contracts in accordance with 27.403-3(c)}(2)..

(g) The contracting officer shall insert the provision at
52.227=T019, Identification of Restricted Rights Computer Software, in
solicitations and contracts in accordance with 27.404-2(b)(2).

{h) The contracting officer shall insert the clause at
52.227=-7020, Rights in Data«-Spec¢ial Worka, in solieitationa and
contracts as required by 27.405,

(1) The contracting officer shall insert the clause at
52.227-7021, Rights in Data--Existing Works, in solicitations ang
contracts as required by 27.406.

(j) The contracting officer shall insert the clause at
52.,227=7022, Government Rights (Unlimited) in solicitations and
contracts in acaeordance with 27.408=2(a){1)(1i}.

(k) The contracting officer shall insert the clause at
52.227-7023, Drawinga and Other Data to Become Property of Government,
in solicitations and contracts in accordance with 27.408-2{a){1)(ii).

{1} The contracting officer shall insert the clause at
52.227~T024, Notice and Approval of Restricted Designs, in
solicitations and contracts in accordance with 27.408-5,

(m) The contracting officer shall insert the clause at
52.227-7025, Rights in Technical Data and Computer Software (SBIR
Program), in solicitations and contracts in accordance with 27.409,

-(n) The contracting officer shall insert the clause at
52.227-7026, Deferred Delivery of Technical Data or Computer Software,
in solicitations and contracts in accordance with 27.410=-1(b).
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: (o) The oentraoting officer shall insert the clause at
52,227-7027, Defarred Ordering of Technical Data or Computer Software,
in solicitations and contracts in accordance with 27.410=1(e).

: (p) The contracting officer shall insert the provision at

. 52.227-7028, Requirement for Technical Data Certification, in

solicitationa in accordance with 27.410-2,

(q) The contracting officer shall insert the clause at

52.227-7029, Identification of Technical Data, in all solicitations

. and contracts in accordance with 27.410-3.

: (r) The contracting officer shall insert the clause at

52.227-7030, Tachnical Data--Withholding of Payment, in soliaitations
and contracts in accordance with 27.410-4,

‘ (s) The contracting officer shall insert the clause at

52.227-7031, Data Requirements, in sclicitationa and contracta, in

- accordance with 27.410=6.

- (t) The contracting officer shall insert the clause at
52.227-7032, Rights in Technical Data and Computer Software (Foreign),
in solicitations and contracts in accordance with 27.411.

() The contracting officer shall insert the clause at
52.227-7033, Righta in Shop Drawinga, in aolicitation and contrzats in
accordance with 27.408-2(a)(2).

(v) The contracting officer may insert the provision at
252.227-7035, Prenotification of Rights in Technical Data, in
solicitations in accordance with 227.403-2(i). _

(%) The contracting officer shall insert the clause: at
252.227-7036, Certification of Technical Data Conformity, in
all contracts in accordance with 227.410-2(b). )

{x) The contracting officer shall insert the clause at
252.227-7037, Validation of Restrictive Markings on Techni-
cal Data, in solicitations and contracts which require the
delivery of technical data. _

227.413 Vahdatmn of Restrictive Markings on Techmcal
Data.

227.413-1 Policy and Procedur&

(a) General.

10 U.S.C. 2321 sets forth rights and procedures pertaining
to the validation of restrictive markings asserted by con- .
tractors and subcontractors on the use, duplication, ot dis-
ciosure by the Government and others of technical data
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required to be deiivered under contracts or subconm'ctl for
supplies or services 10 US.C. 2320 provides authority for
the Department of Defense to establish remedies when data
delivered or made available under a contract iy found to not
satisfy the requirements of the contract (e.g., contains ime
proper or unauthorized restrictive legends). Whenever the
contracting officer finds it appropriate to question the valid-
ity of restrictive markings on data provided by contractors
or subcontractors, the contracting officer shall follow the

_ procedures set forth below. The contractor or subcontractor

at any tier must maintain records adequate to justify the
validity of markings that impose restrictions on the right of
the Government and others to use, duplicate, or disclose
technical data delivered or required to be delivered under

_the contract or subcontract and shall be prepared to furnish

to the contracting officer a written justification for such
restrictive markings: The records that justify the validity of
the restrictive markings shall be maintained for as long as
the contractor or subcontractor intends to assert the validity
of the markings.

(b} Prechallenge Review. .

{1) The contracting officer may request the contractor or

" subcontractor to furnish to the contracting officer a written

justification for any restriction asserted by the contractor or
subcontractor on the right of the United States or others to
use techrical data. The contractor or subcontractor shali
furnish such written justification to the contracting officer
within 30 days after receipt of a written request or within
such longer period as may be authorized in writing by the
contracting officer. If the contracting officer receives ad.
vice that the validity of restrictive markings on technical
data is questionable, the contracting activity shall request
that the individual raising the question provide written
rationaie for the assertion. The contracting officer shouid
also request information and advice from the cognizant
Government activity having contrel of the data on the
validity of the markings.

(2) If the contracting officer, after reviewing the written

justification furnished pursuant to (b)(1) above and any other
_available information pertaining to the validity of a restric-

tive mmarking, determines that reasonable grounds exist to
question the current validity of the marking and that contin.
ved adherence to the marking would make impracticable
the subsequent competitive acquisition of the item, compo-
nent or process to which the marked technical data relates,
the contracting officer shall review the validity of the
marking. :

(3) As a part of the review, the contracting officer may.
request the contractor or subcontractor to furnish informa--

tion in the records or otherwise in the possession of or
availabie to the contractor or subcontractor to justify the
validity of any restrictive marking on technical data deliv-
ered or required to be delivered under the contract or
subcontract. The contracting officer may request the con-
tractor or subcontractor to furnish additicnal information
such as a statement of facts accompanied by supporting
documentation adequate to justify the validity of the mark-
ing. The contractor or subcontractor shall farnish such
information to the contracting. officer within. 30 days after
receipt of a written request or within such longer period as
may be authorized in writing by the contracting officer. If
the contractor or subcontractor fails to provide the request-
ed information, within 30 days aiter receipt of the contract-
ing officer’s written request or within such longer period as
may be authorized in writing by the contracting officer, the
contracting officer shall proceed in accordance with (c) of
this section. o

{c) Challenge. _
(1) If after completion of the prechailenge review the

" contracting officer determines that a challenge to the re-

strictive marking is warranted, the contracting officer shall
send 2 written challenge notice to the contractor or subcoas
tractor. Such notice shall Include (i) the grounds for chal-
lenging the restrictive marking, (i) a requirement for a
written response within 60 days after receipt of the written
notice justifying by clear and convincing evidence the cur-
rent validity of the restrictive marking, (iii) a notice that a
response will be considered a claim within the meaning of
the Contract Disputes Act of 1978 and must be certified in
the form prescribed in FAR 33,207, regardless of dollar
amount, and (iv} a notice that failure to response to the
challenge notice will constitute agreement by the contractor
or subcontractor with Governiment action to strike or ignore
the restrictive legends. )

(2) The contracting officer shall extend the time for
response as appropriate if the contractor or subcontractor
submits a written request showing the need for additional
time to prepare a response, - - :

(3) Any written response from the contractor or subcon-
tractor shall be considered a claim within the meaning of
the Contract Disputes Act of 1978 {41 U.S.C. 601 et seq.), and
must be certified in the form prescribed by FAR 33.207,

regardless of dollar amount.

(4) If a contractor or subcontractor has received chal-
lenges to the same restrictive markings from more than onc
contracting officer, the. contractor or subcontractor is to
notify each contracting officer of the existence of more than
one challenge. This notice shall alse indicate which unan-
swered challenge was received first in time by the contrac-
tor or subcontractor. The contracting officer wha initiated
the first in time unanswered challenge is the contracting

" officer who will take the lead in establishing a schedule for

the resolution of the challenges to the restrictive markings.
This contracting officer shall coordinate with ail the other
contracting officers, formulate a schedule for responding tc
each of the challenge notices, and distribute such schedule to .
all interested parties. The schedule shall provide to the
contractor or. subcontractor a reasonable opportunity to
respond to each challenge notice. All parties must agree to
he bound by this schedule.

(d) Final Decision.

(1) Final Decision When Contractor Fails to Respond.
If the contractor or subcontractor fails to respond to the
challenge notice, the contracting officer wiil then issue a
final decision that the restrictive markings are not valid and
that the Government will either strike ar ignore the invalid
restrictive markings. The failure of the contractor or sub-
contractor to respond to.the challenge notice constitutes
agreement with the Government action to strike or ignore

. the restrictive legends. The final decision shall be issued as

a final decision under the Disputes clause at FAR 52.233-1. -
This final decision is to be issued within 60 days after the
expiration of the time period of (cX1Xii) or (2} above. Follow-

" ing the issuance of the final decision, the contracting officer

may then strike or ignore the invalid restrictive markings.

(2). Final Decision When Contractor or Subcontractor
Responds.

(i) It, after reviewing the response from the contractor or
subcontractor, the contracting officer determines that the
contractor or subcontractor has justified the validity of the
restrictive marking, the contracting officer shall issuve a
final decision to the contractor or subcontractor sustaining
the validity of the restrictive marking, and stating that the
Government will continue to be bound by the restrictive
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The finai decision shail be iswed within 40 days
after receipt of the contractor’s or subcontractor's response
to the chalienge notice, or within such longer period that the
contracting officer has notified the contractor or subcon-
tractor of the longer period that the Government will re-
“quire, The notifleation of a longer period for issuance of a-

decision will be made within 60 days after receipt of
the response to the challenge notice.

{iiXA) If, after reviewing the response from the contractor
ot subcontractor, the contracting oficer determines that the
validity of the restrictive marking is not justified, the con-
tracting officer shall issue a final decision to the contractor
or subcontractor in accordance with the Disputes clause at
- FAR 52.233-1. Notwithstanding paragraph (e) of the Dis
putes clause, the final decision shall be issued within 60 days
" after receipt-of the contractor’s subconiractor's response to
the challenge notice, on within such longer period that the

contracting officer has notified the comtractor or subcon- -

tractor of the longer period that the Government will re-
quire, The notification of a longer period for issuance of a
final decision will be made within 60 days after receipt of
the response to the challenge notice. Such a final decision
shail advise the contractor or subcontractor of the rights of
appeal under the Contract Disputes Act,

(B) The Government will continue to be bound by the
restrictive marking for a period of 30 days from the issa-
ance of the contracting officer’s final decision under
(dX2XiiXA) of the this section. The contractor or subcontrac-
tor, if it intends to file suit in the United States Claims
Court, must provide a notice of intent to file suit to the
- contracting officer within 90 days from the issuance of the
contracting officer’s final decision under (d)2XLXA) of this
section. If the contractor or subcontractor faiis to appeal,
file suit, or provide a notice of intent to file suit to the
contracting officer within the 90-day period, the Govern-
ment may cancel or ignore the restrictive markings, and the
failure of the cofitractor or subcontractor to take the re-
quired action constitutes agreement with such Government
action. :

{C) The Government will continue to be bound by the
restrictive marking where a notice of intent to file suit in
the United States Claims Court is provided to the contract-

ing officer within 90 days from the issuance of the final
decision under {dX2XiiYA) of this section. The Government
will no longer be bound and may strike or ignore the
restrictive markings if the contractor or subcontractor fails
to file its suit within one year after issuance of the final
decision. Notwithsianding the foregoing, Where the head of
an agency determines, on a nondelegable basis, that urgent
or compelling circumstances significantly affecting the in-
terest of the United States will not permit waiting for the
filing of a-suit in the United States Claims Court, the agency
may, following notice to the contractor or subcontractor,
cancel and ignore such restrictive markings as an interim
measure pending filing of the suit or expiration of the one-
year period without filing of the suit. However, such agency
head determination does not affect the contractor’s or sub-
contractor's right to damages against the- United States
where its restrictive markings are uitimately upheld or to
pursue other relief, if any, as may be provided by law.

(D) The Government will be bound by the restrictive
marking where an appeal or suit is filed pursuant to the
Contract Disputes Act until final disposition by an agency
Board of Contract Appeals or the United States Claims

- Court. Notwithstanding the foregoing, where the head of an
agency determines, on a nondelegabie basis, that (1) the
contractor has failed to diligently prosecute its appeal; or (2)

that urgent or compeiling circumstances significantly af-
fecting the interest of the United States will not permit
awaiting the decision by such Board of Contract Appeals or
the United States Claims Court, the agency may, following
notice to the contractor or subcontractor, cancei and ignore
such restrictive markings as an interim tneasure pending
final adjudication. However, such agency head determina-
tion does not affect the contractor’s or-subcontractor’s right
to damages against the United States where its restrictive
markings are uitimately upheid or to pursue other rekief, if

- any, ax may be provided by law.

" (¢} Appeal or Suit.

(1) If the contractor or subcontractor appeals or files suit
and if upon final disposition the contracting officer’s deci-
sion is sustained, the restrictive markings on the technical
data shaill be canceled, corrected, or ignored. If upon final
disposition it is found that the restrictive marking was not
substantially justified, the contracting officer shall deter-
mine the cost to the Government of reviewing the restrictive
markings and the fees and other expeses incurred by the
Government in challenging the marking. The contractor is
then liable to the Government for payment of these costs
unless the contracting officer determines that special cir-
cumstances would make such payment unjust,

{2) If the contractor or subcontractor appeals or files suit
and if upon final disposition the contracting officer’s deci-
sion is not sustained, the Government shall continue to be
bound by the restrictive markings. Additionaily, if the chal-
lenge by the Government is found not to hiave been made in
good faith, the Government shali be liable to the contractor
or subcontractor for payment of fees or other expenses
incurred by the contractor or subcontractor in defending the
validity of the marking. : .

(f) Survival of Right to Challenge.

The Government’s right to challenge the validity of a
restrictive marking ix without limitation as to time and
without regard as to final payment under the contract under
which the data was delivered. However, if the contracting
officer issues a decision sustaining the validity of a restric-
tive marking, the validity of such restrictive marking shall
not again be chalienged unless additional evidence not origi-
naily available to the contracting officer becomes available
that wouid indicate the restrictive marking is invaiid.

(g) Privity of Contract.

These procedures for reviewing the validity of restrictive
markings on technicai data do not create or imply a privity
of contract between the Government and subcontractors.

227.414 Remedies for Noncomplying Technical Data.

(a) The Government may suffer injury when data required
to be delivered or made available under a coniract is
incomplete, inadequate, or fails to satisfy established re.
quirements. The contracting officer shail consider all avaii-
abie remedies to the Government including, but not limited
to, reduction of progress payments, withholding, termina-
tion, and decrease in contract price or fee. The contracting
officer shall consuit with counsel, as appropriate, to foster
selection of a suitable remedy.

227.415 Technical Dats Reflecting Engineering Changes.

A DD Form 1423 shall be included in contracts which
shail require delivery of suitable revisions to technical data
provided under that or a predecessor contract which are
needed to portray and take into account engineering changes
ordered under that contract that affect form, fit, and fune-
tion of items specified in the contract. A delivery scheduie
shall be-indicated in the comtract for the revisioms. Such
revisions need not be provided for, however, if the contract-
ing officer determines that there is no requirement justify-
ing their purchase,
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52,227-7013 Rights in Technical Data and Computer Software. As
prescribed at 27.412(a)(1), insert the following ciause:

RIGHTS IN TECHNICAL DATA AND COMPUTER SOFTWARE (MAY 1981)

" {a) Dafinitions. M"Commercial Computer Software", as used in :
this clause, means computer software which is used regularly for other
than Government purposes and is sold, licensed or leased in
aignificant quantities to the general publia at established market or
catalog prices.

"Computer®, as used in this clause, means a data processing
device capable of accepting data, performing,prescribed_operations on
the data, and supplying the results of these operations; for example,
a device that operates on discrete data by performing arithmetic and
logic processes on the data, or a device that operates on analog data
by performing physical processes on the data.

"Computer Data Base", as used in this clause, means a collection
of data in a form capable of being processed and operated on by a
computer.

"Computer Program", as used in thia clause, Means a series of
instructicns or statements in a form acceptable to a computer,
deaigned to c¢ause the computer to execute an operation or operations.
~Computer programs include operating systems, assemblers, compilers,
interpreters, data management asystems, utility programs, sort-merge
programs, and ADPE maintenance/diagnostic programs, as well as
applications programs such as payrell, inventory control, and
engineering analysis programs. Computer programs may be either
machine-dependent or machine-independent, and may be general-purpose
in nature or designed to satisfy the requirements of a particular
user.

"Computer Softwara", aa uaed-in this clauaa, means computar
programs and computer data bases.

DOD FAR SUPPLEMENT
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"Computar Software Documentation™, as used in this clause, means
technical data, including computer listings and printouts, in human-
readable form which (1) documents the design or detaills of computer
software, (2) explains the capabilities of the software, or (3)
provides operating instructions for using the software to obtain
desired results from a computer.

"Limited Rights", as used in this clause, means rights to use,
duplicate, or diseclose technical data, in whole or in part, by or for
the Government, with the expresa limitation that such technical data
shall not, without the written permission of the party furnishing such
technical data be (1) released or disclosed in whole or in part
outside the Government, (2) used in whole or in part by the Government
for manufacture, or in the case of computer software documentation,
for preparing the same or similar computer software, or (3) used by a
party other than the Government, except for:

{1) Emergency repair or overhaul work only, by or for the
Government, whers the item or process concerned is not otherwise
reasonably available to enable timely performance of the work;

" Provided, that the release or disclosure thereof cutaide the
Government shall be made subject to a prohibition against further use,
release or dizclosure; or

(2) Release to a2 foreign government, as the interest of the
- United States may require, only for information or evaluation within
" such government or for emergency repair or overhaul work by or for
such government under the conditions of (1) above. _

"Reatricted Righta™, as used in thias clause, means rights that
apply only to computer software, and include, as a minimum, the right
£O==

(1) Use computer software with the computer for which or with
which it was acquired, inecluding use at any Government installation to
which the computer may be tranaferred by the Government;

(2) Use computer software with a backup computer if the computar
for which or with which it was acquired is inoperative;

{3} Copy computer programs for safekeeping (archives) or backup
purposes; and

(4) Modify computer software, or combine it with other software,

subject to the provision that those portiocns of the derlvative
software incorporating restricted rights software are subject to the
same restricted rights.
In addition, restricted rights include any other specific rights not
inconsistent with the minimum rights in (1)-(4) above that are listed
or deacribed in this contract or desceribed in a license or agreement
made a part of this contract.

"Technical Data™, as used in this clause, meansa recorded
information, regardless of form or characteristic, of a seientiflic or

DOD FAR SUPPLEMENT
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technical nature. It may, for example, document research,
experimental, developmental or engineering work, or be usahle or used
to define a design or process or to procure, produce, support,
maintain, or operate materiel. The data may be graphic or plctorial
delineations in media such as drawings or photographs, text in
specifications or related performance or design type documents, or
computer printouts. Examples of technical data include research and
engineering data, engineering drawings and associated lists,
specifications, standards, process sheets, manuals, technical reports,
catalog ltem identifications and related information, and computar
softwars documentation. Technical data does not include computer
software or financial, administrative, cost and priecing, and
‘management data or other information. incidental to contract
administration. .

"Unlimited Rights", as used in this clause, means rights to use,
duplicate, or disclose technical data, in whole or in part, in any
manner and for any purpoae whatscever, and to have or permit others %o
do so. .

(b) Government Rights.
{1) Unlimited Rights. The Covernment shall have unlimited

rights in:

(1) technical data and computer software resulting directly from
performance of experimental, developmental or research work which was
specified as an element of performance in thia or any other Government
contract or subcontract;

(11) computer software required to be originated or developed
under a Government contract, or generated as a necessary part of
performing a contract;

(1i1) computer data bases, prepared under a Government contract,
eonsiating of infaormation supplied by the Government, information in
which the Government has unlimited rights, or information which is in
the public domain;

(iv) technical data necessary to enable manufacture of end-items,
components, and modifications, or to enable the performance of

- processes, when the end-items, components, modifications or processes
have been, or are being, developed under this or any other Government
contract or subcontract -in which experimental, developmental or
research work 13, or was specified as an element of contract
performance, except technical data pertaining to items, components,
processes, or computer software developed at private expense (but see
subdivision (b)(2)(ii) below);

(v) technical data or computer software prepared or required to
be delivered under this or any other Government contraet or
subcontract and constituting corrections or changes to Government-
furnished data or computer scftware;

DOD FAR SUPPLEMENT
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(vi) technical data pertaining to end-items; components or
processes, prepared or required to be delivered under this or any
other Government contract or subcontract, for the purpose of
identifying sources, size, configuration, mating and attachment
characteristics, funotional characteristics and performance
requirementa ("form, fit and function™ data, e.g., specifiecation
control drawings, catalog sheets, envelope drawings, ete.)};

(vii)} manuals or instruectional materials prepared or required to
be delivered under this contract or any subecontract hereunder for
installation, operation, maintenance or training purposes;

(viii) technical data or computaer scftware which is in the publie
- domain, or has been or is norzally released or disclosed by the
Contractor or Subcontractor without restriction on further disclosure;
and
(ix) technical data or computer software listed or described in
an agreement incorporated into the schedule of this contract which the
parties have predetermined, on the basls of subparagraphs (1)} through
(viii) above, and agreed will be furnished with unlimited rights.
(2) Iimited Rights. The Government shall have limited rights
(i) technical data, listed or described in an agreement
incorporated into the Schedule of this contract, which the parties
have agreed will be furnished with limited rights; and
(i1) unpublished technical data pertaining to itema, components
or processes developed at private expense, and unpublished computer
software documentation related to computer software that is acquired
with restricted rights, other than such data as may be included in the
data referred to in subdivisions (b)(1)(1), (v), (vi), (vii), and
(viii) above., The word unpublished, as applied to technical data and
computer software documentaticn, means that which has not been
released to the public nor been furnished to others without
restriction on further use or disclosure. For the purpose of this
definition, delivery of limited rights technical data to or for the
Government under a contract does not, in itself, constitute release to
"the public.
Limited rights shall be effective provided that only the portion or
portions of each piece of data to which limited righta are to be
asserted pursuant to subdivisions (2)(i) and (1i) above are identified
(for example, by eireling, underscoring, or a note)}, and that the
plece of data is marked with the legend below in which is inserted:
A. the number of the prime contract under which the technical
data is to be delivered,
B. the name of the Contractor and any subcontractor by whom the
technical data was generated, and
C. an explanation of the method used to identify limited rights
data.

‘DOD FAR SUPPLEMENT
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LIMITED RIGHT3 LEGEND
Contract No. -

' Contractor: _ .
Explanation of Limited Rights Data Identification Method Used

Those portions of this technical data indicated as limited rights data

shall not, without the written permisaion of the above Contractor, be
either (A) used, released or disclosed in whole or in part outside the
Government, (B) used in whole or in part by the Government for
manufacture or, in the case of computer software documentation, for
preparing the same or similar computer scoftware, or (C) used by a
party other than the Government, except for: (1) emergency repair or
overhaul work only, by or for the Government, where the item or
process concerned is not otherwiae reasonably available to enable
timely performance of the work, Provided, that the release or
disclosure hereof ocutside the Government shall be made subject %o a
prohibition against further use, release or disclosure; or (2) releaze
to a foreign government, as the interest of the United States may
requirs, only for information or evaluation within such government or
for emergency repalr or overhaul work by or for such government under
the conditions of (1) above. This legend, together with the
indications of the portions of this data which are subject to auch
limitations shall be included on any reproduction hereof which’
includes any part of the portiona subject to such limitations.

(3) Restricted Rights. _

(1) The Government shall have restricted rights in computar
software, listed or described in a license or agreement made a part of
this contract, which the parties have agreed will be furnished with
restricted rights, Provided, however, notwithstanding any contrary
provision in any such license or agreement, the Government shall have
the rights included in the definition of "resatricted rights"™ in
paragraph (a) above. Such restricted rights are of no effect unless
the computer aoftware 13 marked by the Contractor with the following
legend:

' RESTRICTED RIGHT3 LEGEND
Use, duplication or disclosure is subject to
reatrictions stated in Contract No.
with (Nams of Contractor) .

and the related computer software documentation inecludes a prominent
statement of the reatrictions applicable to the computer software.

The Contractor may not place any legand on computer software
indlicating reatrictions on the Government'a rights in such softwars
unless the restrictions are set forth in a license or agreement made a

DOD FAR SUPPLEMENT
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part of this contract prior to the delivery date of the software.
Failure of the Contractor to apply a restricted rights legend to such
computer software shall relieve the Government of liability with
reapect to such unmarked software.

(11) Notwithstanding subdivision (1) above, commercial computer
software and related documentation developed at private expense and
not in public domain may, 1f the Contractor so elects, be marked with

the following Legend:

. RESTRICTED RIGHIS LEGRHED
Use, duplication, or disclosure by the
Government is subject to reatrictions
as set forth in subdivision (b)(3)(11) of
the Rights in Technical Data and Computer
Software clause at 52.227-T013.

(Nams of Contractor and Address)

When acquired by the Covernment, commercial computer software and
related documentation sc legended shall be subject to the following:

(A) Title to and ownership of the software and documentation
shall remain with the Centractor.

(B) User of the software and documentation shall be limited to
the faeility for which 1t is acquired.

(C) The Government shall not provide or otherwiae make available
the software or documentation, or any portion thereof, in any form, to
any third party without the prior written approval of the Contractor.
Third parties do not include prime contractors, subcontractors and
agents of the Government who have the Government's permission to use.
the licensed software and documentation at the faoility, and who have
agreed to use the licensed software and documentaticn only in
accordance with these reatrictions. This provision does not limit the
right of the Government to use software, documentation, or information
therein, which the Government may already have or obtains without
restrictions.

(D) The Government shall have the right to use the computer
software and documentation with the computer for which it is acquired
at any other facility to which that computer may be transferred; to
use the computer software and documentation with a backup computar
when the primary computer is inoperative; to copy computer programs
- for safekeeping (archives) or backup purposes; and to modify the
software and documentation or combine it with other software,
Provided, that the unmodified portions shall remain subject to these
restrictions.

DOD FAR SUPPLEMENT
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(E) If the Contractor, within sixty (60) days after a written
request, fails to substantiate by clear and convincing evidence that
computer software and documentation marked with the above Restricted
Rights Legend are commercial items and were developed at private
expense, or if the Contractor fails to refute evidence which is
asserted by the Government as a basis that the software 1s in the
publie domain, the Covernment may cancel or ignore any restrictive
markings on such computer software and documentation and may use them
with unlimited rights. Such written requesta shall be addressed to
the Contractor as identified in the Restricted Rights Legend.

{4) No legend shall be marked on, nor shall any limitation or
reatriction on rights of use he asserted as to, any data or computer.
software which the Contractor has previcusly delivered to the
Government without reatriction, The limited or resatricted rights
provided for by this paragraph shall not impair the right of the
Government to use similar or identical data or computer software
acquired from other sources.

(e) Copyright.

(1) In addition to the righta granted under the provisions of
paragraph (b} above, the Contractor hereby grants to the Government a
nonexclusive, pald-up license throughout the world, of the scope set .
forth below, under any copyright owned by the Contractor, in any work
of authorship prepared for or acquired by the Government under this
contract, to reproduce the work in copies or phonorecords, to
distribute coples or phonorecords to the publie, to perform or display
the work publiely, and to prepare derivative works thereof, and to
have othera do so for Government purposes. With respect to technical
data and computer software in which the Government has unlimited
rights, the license shall be of the same scope as the rights set forth
in the definition of "unlimited rights" in paragraph (a) above. With
respecet to technical data in which the Government has limited rights,
the scope of the license i3 limited %o the righta set forth in the
definition of "limited rights" in:paragraph (a) above. With respect
to computer software which the parties have agreed in accordance with
subparagraph (b)(3) above will be furnished with reatricted rights,
the acope of the license is limited $o such righta.

{2) " Unless written approval of the Contracting Officer is
obtained, the Contractor shall not include in technical data or
camputer software prepared for or acquired by the Governiment under
thia contract any works of authorship in which copyright is not owned
by the Contractor without acquiring for the Government any rights
necessary to perfect a copyright license of the scope specified in
subparagraph (c)(1)..

(3) A3 between tha Contractor and the Government, the Contractor
shall be conaidered the "person for whom the work was prepared" for
the purpose of determining authorship under Section 201(b) of Title
17, United States Code.

DOD FAR SUPPLEMENT
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(4) Technical data delivered under this contract which carries a
copyright notice shall also include the following statement which
shall be placed thereon by the Contractor, or should the Contracter
fall, by the Government:

This material may be reproduced by or for
the U.S. Government pursuant to the copyright
license under the clause at 52.227-7013 (date).

(d) Removal of Unauthorized Markings.

" (1) Notwithstanding any provision of this contract con-

cerning inspection and acceptance, the Government may

correct, cancel, or ignore any marking not authorized by the

terms of this contract on any technical data furnished

hereunder in accordance with the clause of this contract

entitled “Validation of Restrictive Markings on Technical

ta”.

DE:?.) Notwithstanding any provision of this contract con-

cerning inspection and acceptance, the Government may

correct, cancel, or ignore any marking not authorized by the

terms of this contract on any computer software furnished

hereunder, if:

{i) the Contractor fails to respond within sixty (60) days
to a written inquiry by the Government concerning the
propriety of the markings; or

(ii) the Contractor’s response fails to substantiate, with-
in sixty (60) days after written notice, the propriety of
restricted rights markings by identification of the restric-
tions set forth in the contract.

" In either case, the Government shall give written notice to

_ the Contractor of the action taken,

(e) Relation to Patents. Nothing contained in this clause shall
imply a license to the Government under any patent or be construed as
affecting the scope of any license or other right otherwise grantsd to
the Government under any patent.

(£) Limitation on Charges for Data and Computer Softwars. The
Contractor recognizes that the Government or a foreign government with
funds derived through the Military Asaistance Program or otherwise
through the United States Government may contract for property or
services with respect to which the vendor may be liable to the
Contractor for charges for the use of technical data or computer
softwars on account of such a contract. The Contractor further
raecognizes that it is the policy of the Government not to pay in
connection with its contracts, or to allow to bhe paid in connection
with contracts made with funds derived through the Military Assistance
Program or otherwise through the United States Government, charges for

-data or computaer scoftware which the Government has a right to use and
disclose to others, which is in the public domain, or which the
Government has been given without restrictiona upon its use and
disclosure to others. This policy doces not apply to reasonable

- reproduction, handling, mailing, and similar administrative coata
ineident to the furnishing of such data or computer softwars. In
recognition of this policy, the Contractor agrees to participate in
and maks appropriate arrangements for the exclusion of such charges
from such contracts, or for the refund of amounts received by the
Contractor with respect to any such charges not so excluded.

DOD PAR SUPPLEMENT
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(g) Acguisition of Data and Computer Software from
Subcontractors. :

(1) Whenever any technical data or computer software is to be
obtained from a subcontractor under this contract, the Contractor
shall use this same clause in the subcontract, without alteration, and
ne othar clause shall be used to enlarge or diminish the Government's
or the Contractor's rights in that subcontractor data or computer
software which is required for the Government.

(2) Technical data required to be delivered by a subcontractor
shall normally be delivered to the next-higher tier contractor.
However, when there 13 a requirement in the prime contract for data
which may be submitted with limited rights pursuant to subparagraph
{b)(2) above, a subcontractor may fulfill such requirement hy
submitting such data directly to the Government rather than through
the prime Contractor.

{3) The Contractor and higher=tier subcontractors will not use
their power to award subcontracts as economic leverage to acquire
rights in technlical data or computer software from their
subcontractors for themselves.

(End of clause)

ALTERNATE T (MAY 1981) As prescribed at 27.412(a)(2), add the
following paragraph to the basic clause:

Notice of Certain Limited Rights. :

{h)(1) Unleas the Schedule provides otherwise, and subject to
(2) below, the Contractor will promptly notify the Contracting Officer
in writing of the intended use by the Contractor or a subcontractor in
performance of this contract of any item, component or process for
which technical data would fall within subparagraph (b)(2) above.

(2) Such notification is not required with respect to:

(1) standard commercial items which are manufactured by more
than one source of supply; or

(11) 1items, components or processes for which such notice was
given pursuant to predetermination of rights in technical data in
"connection with this contract.

(3} Contracting Officer approval is not necessary under this
clause for the Contractér to use the item, component or process in the
performance of the contract.

ALTERHATE IT (MAY 1981) As prescribed at 27.412(a)(3), add the
following paragraph to the basic clause:

{ ) Publication for sale. If, prior to publication for sale by
the Government and within the period designated in the contract or
task order, but in no event later than 2Y months after delivery of
such data, the Contractor publishes for sale any data (1) designated
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in the contract as being subject to this paragraph and (2) dalivered
‘under this contract, and promptly notifies the Contracting Officer of
these publications, the Government shall not publish such data for
sale or authorize others to do so. This limitation on the
Government's pright to publish for sale any such data so published by
the Contractor shall continue as long as the data is protected as a
published work under the copyright law of the United States and is
reasconably availlable to the public for purchase. Any such publication
shall include a notice identifying this contract and recognizing the
license pights of the Government under subparagraph (c¢)(1) of this
clause. As to all such data not so published by the Contractor, this
paragraph shall be of no force cor effect.

52.227-7018 Predetermination of Rights in Technical Data. As
- prescribed at 27.412(b), insert the following provision:

PREDETERMIRATION OF RIGHYS IN TECHNICAL DATA (JUL 19T6)

(a) The offeror is requested to identify in his propcosal which
of the below listed data {including data to be furnished in whale or
in part by a subcontractor) when delivered, he intends to identify as
limited rights data in accordance with paragraph (b) of the "Rights in
Technical Pata and Computer Software™ clause of this Solieitation.
This identification need not be made as to data which relate to
standard commercial items which are manufactured by more than one
source of supply.

{The solicitation should list here that technical data or portions
thereof with respect to which the Government proposes use of the
predetermination procedure. Data which clearly comes within
subparagraph (b)(1) of the "Rights in Technical Data and Computer
Software’ clause and would therefore be acquired with unlimited rights
should not he listed.)

{(b) Limited rights data may be identified as such, pursuant to
paragraph (a) above only if it pertains to items, components or
proceases developed at private expense. Neverthelesa, it cannot be 30
identified 1f it comes within subparagraph (b)(1) of the "Rights in
Technical Data and Computer Software™ clause, At the request of the
Contracting Officer or his representative, the offeror agrees to
furnish clear and- convincing evidence that the data which will be 30
identified comes within the definitlion of limited rights data.

(e) The listing of a data item in paragraph (a) above does not
mean that the Government considers such item to come within the
definition of limited rights data.

(End of proviaion)

52.227-T015 Rights in Technical Data--Specific Acquisition. As
prescribed at 27.412(e), insert the following clause:
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RICHTS IN TECHNICAL DATA—SPECIFIC ACQUISITION (MAR 1979)

(a) Definition. Technical Data means recorded information,
regardless of form or characteristic, of a scientific or technical
nature. It may, for example, document research, experimental,
developmental or engineering work; or be usable or used to define a
deaign or procesa or to procure, produce, support, maintain, or
operate materiel. The data may be graphic or pictorial delineations
in media such as drawings or photographs; text in specifications or
related performance or design type documents; or computer printouts.
Examples of technical data include research and engineering data,
engineering drawings and associated lists, specifications, standards,
process sheets, manuals, technical reports, cataleg item
identifications, and related information, and documentation related to
computer software. Technical data doces not include computer software
or financial, administrative, cost and pricing, and management data,
or other information incidental to- contract administration.

(b) GCovernment Rights. The Government may duplicate, use and
disclose in any manner and for any purpose whatsoever, and have others
so do, all or any part of the technical data delivered by the
Contractor to the Government under this contract.

(e) Copyright.

{1) In addition to the rights granted under the provisiocns of
{(b) above, the Contractor hereby grants to the Government a
nonexclusive, paid-up license throughout the world under any copyright
owned by the Contractor, in any work of authorship prepared for or
acquired by the Government under this contract, to reproduce the work
in copiea or phonorecords, to dilstribute copies of phonorecords to the
publie, to perform or display the work publicly, and to prepare
derivative works thereof, and to have others do so for Government
purposes.

(2) Unless written approval of the Contracting Officer is
obtained, the Contractor shall not inelude in technical data prepared
for or acQuired by the Government under this contract any works of
authorsiip in which copyright 1s not owned by the Contractor without
acquiring for the Government any rights necessary to perfect a
. copyright license of the scope specified in subparagraph (e){t) above.

(3) A3 between the Contractor and the Government, the Contractor
shall be considered the "person for whom the work was prepared" for
the purpose of determining authorship under Section 201(b) of Title
17, United States Code.

(4) Technical data delivered under this contract which carries a
copyright notice shall also include the following statement which
shall be placed thereon by the Contractor, or- should the Contractor
fail, by the Government:
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This material may be reproduced by or
for the U.S. Government pursuant to the
copyright license under the clause at
52.227-7015 (date).

{d) Relation to Patents. Nothing contained in this clause shall
imply a license to the Government under any patent, or be conatrued as
affecting the scope of any license or other right otherwise granted to
the Government under any patent. ‘

(e) Limitation on Charges for Data. The Contractor recognizes
that the Government, or a foreign government with funds derived
through the Military Assistance Program or otherwise through the
United States Government, may contract for property or services with
respect to which the vendor may be liable to the Contractor for
charges for the use of technical data on account of such a contract,

. The Contractor further recognizes that it is the policy of the
_Government not to pay in connection with its contracts, or to allow to
be paid in connection with contracts made with funds derived
throughout the Military Assistance Program or otherwise through the
United States Government, charges for data which the Government has a
right to use and disclose %o others, which is in the publis domain,
which the Government has been given without restrictions upon its use
and disclosure tc cthers. This policy does not apply to reascnable
‘reproduction, handling, mailing, and similar administrative costs
inecident to the furnishing of such data. In recognition of thia
‘policy, the Contractor agrees to participate in and maks appropriate
arrangements for the exclusion of such charges from such contracts, or
for the refund of amounts received by the Contractor with respect to
any such chargea not so excluded.

(End of clause)

52.227-7016 Contract Schedule Items Requiring Experimental,
Developmental, or Research Work. As prescribed at 27.412(d), insert
the fo;lowing clause: .

CONTRACT SCHEDULE ITEMS REQUIRING EYPERIMENTAL, DEVELOPMENTAL, OR
. RESEARCH WORK (MAR 1975)

: For purposes-of defining the nature of the work and the scope of
rights in data granted to the Government pursuant to the "Rights in
Technical Data and Computer Software" clause of this contract, it 1a
understood and agreed that items (list applicable schedule line items
or sub-line items or data exhibit numbers) require the performance of
experimental, developmental, or research work. This clause does not
constitute a determination as te whether or not any data required to
be delivered under this contract falls within the definition of

limited rights data.
(End of clause)
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52.227-701T Rights in Technical Data--Major System and Subsystea
Contracts. As prescribed at 27.412(e), insert the following clause:

RIGHTS IN TECHNICAL DATA——MAJOR SYSTEM AND SUBSYSTEM CONTRACIS (NOV
19T1) L
The Contractor agrees that he will neither incorporate any
provision in his subcontracts nor enter into any agreement, written or
oral, either directly or indirectly, with subcontracters which has or
may have the effect of prohibiting subcontractor sales directly to the
Government of any supplies, like those manufactured or services like
those furnished by such subgontractor under. thls contract or any
follow=on production contract, or under any contract for parts or
components of supplies furnished under this or any follow=on
production contract. The Contractor further agrees that all data,
ineluding data. in which the Government may not have unlimited rights,
furnished or otherwise made available by the Contractor for use by
subcontractors in furnishing such supplies or services, will be [
furnished to such subcontractors without payment to the Contractor of.
any fee, royalty or other charge by the subcontractor or the
Government for use by such subcontracters in furnishing such supplies
or gservices for sale directly to the Government. For the purpose of
this paragraph, the term "fee, royalty or other . charge” shall not
ineclude within ifts meaning fees, royalties of charges for reascnable
returns on use of patenta. .
' (End of clause)

52.227-1018 Reatrictive Markings on Technical Data. As prescribed at
27.412(f), insert the following clause:

RESTRICTIVE MARKINGS ON TECENICAL DATA (MAR 1975)

(a) The Contractor shall have, maintain, and follow throughout
the performance of this contract, procedures sufficient to assure that
restrictive markings are used on technical data required to be
delivered hereunder only when authorized by the terms of the "Rights
in Technical Data and Computer Software' clause of this contract.

* Such procedures shall be in writing. The Contractor shall also
maintain a quality assurance system to assure.compliance with this
clauae.

(b) As part of the procedures, the Contractor shall maintain (1)
records to show how the procedures of paragraph (a) above were applied
in determining that the markings are authorized, as well as (2) such
records as are reasonably necessary to show pursuant to subparagraph
(d)(2) of the "Rights in Technieal Data and Computer Software" clause
that restrictive markings used in any piece of technical data
delivered under this contract are authorized.
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(¢) The Contractor shall, within sixty (60) days after award of
this contract, identify in writing to the Contracting Officer by name
or title the perscn(s) having the final responsibility within
Contractor's organization for determining whether restrictive markings
are to be placed on technical data to be delivered under this
contract. The Contractor hereby authorizes direct contact between the
Government and such person(a) in resolving questions involving

restrictive markings.
' (d) The Contracting Officer may evaluats or verify the
Contractor's procedures to determine their effectiveness. Upon
request, a copy of such written procedures shall dbe furnished. The
failure of the Contracting Officer to evaluate or verify such
. procedures shall not relieve the Contractor of the responsibility for
complying with paragraphs (a) and (b) above,

(e)(1) If the Contractor fails to make a good faith effort to
institute the procedures of paragraphs (a) and (b) above, any limited
rights markings on technical data delivered under this contract may be
cancelled or ignored by the Contracting Officer. The Contracting
Orficer shall give written notice to the Contractor of the action
taken, including identification of the data on which markings have
~ been cancelled or ignored, and thereafter may use such data with
unlimited rights.

(2) The Contracting Officer may give written notification to the
Contractor of any failure to maintain or follow the established
procedures, or of any material deflclency in the procedurss, and atata
a period of time not less than thirty (30) days within which the
Contractor shall complete corrective action. If corrective action is
not completed within the specified time, restrictive markings on any
technical data being prepared for delivery or delivered under this
contract during that period shall be presumed to be unauthorized by
" the terms therecof and the Contracting Officer may cancel or ignore
‘such markings if the Contractor is unable to substantiate the markings
in accordance with the procedurss of paragraph (d) of the clause at
52.227-7013, "Rights in Technical Data and Computer Software”,

(f) Notwithstanding any provisions of this contract concerning
inspection and aceeptance, the acceptance by the Government of
technical data with reatrictive legends shall not be conatrued as a
waiver of any rights aceruing to the Government.

(g) This clause, including this paragraph (g), shall be included
in each subcontract under which technical data is required to be
delivered. When so inserted, "Contractor" shall be changed to
"Subcontractor®,

(End of clause)

52.227-T019 Identification of Restricted Rights Computer Software.
As prescribed at 27.412(g), insert the following provision:
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IDENTIFICATION OF RESTRICTED RIGHTS COMPUTER SOFTWARE (APR 1977)

The offeror's attention is called to the requirement in the
"Rights in Technical Data and Computer Software” clause that any
restrictions on the Government concerning use or disclosure of
computer software which was developed at privata expense and 1s to be
delivered under the contract must be set forth in an agreement made a
part of the contract, either negotiated prior to award or included in
a modification of the contract before such delivery. Therefore, the:
offeror i1a requeated to identify in his proposal to the extent
feasible any such computer software which was developed at private
expense and upon the use of which he desires to negotiate |
restrictions, and to state the nature of the proposed restrictions.

If no such computer software la identified, it will be aasumed that
all deliverable computer software will be subject to unlimited rights.
(End of provision)

52.227-7020 Rights in Data—Special Works. As prescribed at
27.&12(h), insert the following clause: o '

RIGHTS IN DATA-—SPECIAL WORES (MAR 1979)

(a) The term "works" as used herein includes literary, musical,
and dramatic works; pantomimes and choreographic works; pictorial,
graphic, and sculptural works; motion plctures and other audiovisual |
works; sound recordings; and works of similar nature. The term does
not include financial reports, cost analyses, and other information
incidental to contract administration.

(b) All works first produced in the performance of this contract
shall be the sole property of the Government, which shall be
considered the "person for whom the work was prepared” for the purpose -
of authorship in any copyrightable work under Section 201(b) of Title
17, United States Code, and the Government shall own all of the rights
comprised in the copyright. The Contractor agrees not to assert or
authorize others to assert any rights, or establish any claim to
copyright, in such works. The Contractor, unlesa directed to the
conttrary by the Contracting Officer, shall place on any such works
. delivered under this contract the following notice:

¢ (Year date of delivery) United States Govern=~
ment as represented by the Secretary of
(department). All rights reserved.

In the case of a phonorecord, the ¢ will be replaced by P,

(e} Except as otherwise provided in this contract, the
Contractor hereby grants to the Government a nonexclusive, paid-up
license throughout the world (1) to reproduce in copiles or
phonorecords, to prepare derivative works, to distribute copies or
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phonorecords, and to perform or display publicly any porticn of a work
which i3 not first produced in the performance of this contract but in
which copyright is owned by the Contractor and which is incorporated
in the work furnished under this contract, and (2) to authorize others
to do so for Government purposes.

(d) Unless written approval of the Contracting Officer is
obtained, the Contractor shall not include in any works prepared for
or delivered to the Uovernment under this contract any works of
authorship in which copyright is not owned by the Contractor or the
Government without acquiring for the Government any rights necessary
to perfect a license of the scope set forth in paragraph (e} above.

(e} The Contractor shall indemnify and save and hold harmleas
the Government, and its officers, agents and employees acting for the

‘Government, against any liability, inecluding costs and expenses, (1)

for viclation of proprietary rights, copyrightas, or rights of privacy
or publicity, ariaing out of the creation, delivery, or use of any
works furnished under this contract, or (2) based upon any libelous or

. other unlawful matter contained in such works.

{f) Nothing contained in this clause shall imply a license to
the Government under any patent, or be construed as affecting the
ascope of any license of other right octherwise granted to the

.~ Government under any patent.

(g) Paragraphs (¢) and (d) above are not applicable to material

‘furnished to the Contractor by the Government and incorporated in the

work furnished under the contract; Provided, such incorporated
material ia identified by the Contractor at the time of delivery of
such work.

(End of clause)

52.227-7021 Rights in Data--Existing Works. As prescribed at
27.412(1), insert the following clause:

RIGHTS IN DATA--EXISTING WORKS (MAR 1979)
(a) The term "worka™ as used herein inecludes literary, musical,

dnd dramatic works; pantomimes and choreographic works; pictorial,

graphle and sculptural works; motion pleturea and other audiovisual
works; sound recordings; and works of a similar nature. The term does
not include financial reports, cost analyses, and other information
incidental to contract administration.

{b) Except as otherwise provided in thias contract, the
Contractor hereby grants to the Government a nonexclusive, pald-up

-license throughout the world (1) to distribute, perform publicly, and

display publiely the works callad for under this contract and (2) to
authorize others to do 30 for Government purposeas.
(e) The Contractor shall indemnify and save and hold harmless

" the Goyernment, and its offiders, agents, and employees acting flor the
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Government, against any liability, including costs and expenses, (1)
for violation of proprietary rights, copyrights, or rights of privacy
or publicity arising out of the creation, delivery, or use, of any
works furnished under this contract, or (2) based upon any libelous or
other unlawful matter contained in same works.

(End of clause)

52.227-7022 Government Rights (Unlimited). As prescribed at
27.412(3), insert the following clause: i,

GOVERNMENT RIGHT™ (UNLIMITED) (MAR 1979)

{a) The Government shall have unlimited rights, in all drawings,
designs, specifications, notes and other works developed in the
performance of thia contract, including the right to use same on any
other Government design or conatruction without additional
compensation to the Contractor. The Contractor hereby grants to the
Government a pald-up license throughout the world to all such works to
which he may assert or.eatablish any claim under design patent or
copyright laws. The Contractor for a period of three {3) years after
completion of the project agrees to furnish the original or copies of
all such works on the request of the Contracting Officer.

(End of clause) '

52.227-7023 Drawings and Other Data to Become Property of Government.
As prescribed at 27.412(k), insert the following clause:

DRAWINGS AND OTHER DATA TO BECOME PROPERTY OF GOVERNMENT (MAR 1979)
All designs, drawings, specifications, notes and other works
developed in the performance of this contract shall become the sole
property of the Government and may be used on any other design or
construction without additional compensation to the Contractor. The
Government shall be considered the "person for whom the work was
prepared" for the purpose of authorship in any copyrightable work
under Section 201(b) of Title 17, United States Code. With respect
thereto, the Contractor agrees not to assert or authorize others to
asgert any rights nor establish any claim under the design patent or
copyright laws. The Contractor for a period of three (3) years after
completion of the project agrees to furnish all retained works on the
requeat of the Contracting Officer. Unless otherwise provided in this
contract, the Contractor shall have the right to retain coples of all
works beyond such period. . :
’ (End of clause)

52.227-702% Notice and Approval of Restricted Designs. As prescribed
at 27.412(1), insert the following clause:
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NOTICE AND APPROVAL OF RESTRICYED DESIGHS (APR 1984)

In the performance of this contract, the Contractor shall, to the
extent practicable, make maximum use of structures, machines,
products, materials, conatruction methods, and equipment that are
readily available through Government or competitive commercial
channels, or through standard or proven production techniques,
methods, and processes, Unless approved by the Contracting 0fficer,
the Contractor shall not produce a design or specifiication that
requires in this construction work the use of structures, products,
materials, construction equipment, or processes that are known by the
Contractor to be available only from a sole socurce. The Contractor
shall promptly report any such design or specification to the
Contracting Officer and give the reasecn why it is considered necesaary
to 30 restrict the design or specification.

(End of clause)

52.22T-7025 Rights in Technical Data and Computer Software (3BIR
Program). As prescribed at 27.412(m), insert the following clause!

RIGHTS IN TECHNICAL DATA AND COMPUTER SOFTWARE (SBIR PROGRAM)
(APR 1984)

{a) Definitions. '"Computer Data Base", as used in this clause,
means a ccllection of data in a form capable of being processed and
operated on by a computer. '

"Computer Program™, as used in this clause, means a series of
instructions or statements in a form acceptable to a computer,
designed to cause the computer to execute an operation or operations.
Computer programs may be either machine-dependent or machine=-
independent, and may be general-purpose in nature or designed to
satisfy the requirements of a particular user.

"Computer Software”, as used in this clause, means computer
programs and computer data bases.

"Computer Software Documentation®, as used in this clause, means
“technical data, including computer listinga and printouts, in human-
readable form which (1) documents the design or details of computer
software, (2) explains the capabilities of the software, or (3)

" provides operating instructions for using the software to obtain
desired results from a computer.

"License Rights™, as used in this clause, means rights to use,
duplicate, or disclcse technical data or computer software, in whole
or in part and in any manner, for Government purposes only, and to
- have or permit others to do so for Government purpcoses only. License
Rights do not grant to the Government the right to have or permit
others to use technical data or computer software for commercial
purpcseas.
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"Limited Rights", as used in this clause, means rights to use,
duplicats, or disclose technical data, in whole or in part, by or for
tha Government, with the express limitation that such technical data
shall not, without the written permission of the party furnishing such
technical data be (1) released or disclosed in whole or in part
outside the Covernment, (2) used in whole or in part by the Government
for manufacture, or in the case of computer software documentation,
for preparing the same or similar computer software, or (3) used by a
party other than the Government.

"Reatricted Rights", as used in this clause, meana righta that
apply only to computer software, and ineclude, as a minimum, the right
to:

(1) Use computer software with the computer for which or with
which it was acquired, including use at any Government installation to
which the computer may be transferred by the Government;

(2) Use computer software with a backup computer if the computer
for which or with which it was acquired ia inoperative;

(3) Copy computer programs for safekeeping (archives) or backup
purposes; and

4) Modify computer software, or combine it with other software,

subject to the provision that those portions of the derivative
software incorporating reatricted rights software are subject to the
same restricted rights.
In addition, restricted rights include any other specifie rights not
inconsistent with the minimum rights in (1)-(4) above that are listed
or described in this contract or described in a license or agreement
made a part of this contract.

"Technical Data", as used in this clause, means recorded
information regardless of form or characteristie, of a sclentific or
technical nature. Examples of technical data include research and
engineering data, engineering drawings and associated listas,
specifications, standards, process sheets, manuals, technical reports,
catalog item identiflcations and related information, and computer
software documentation. Technical data does not include computer ' j

.software or financial, adminiastrative, cost and pricing, and
management data, or other information incidental to contract
administration.

"Unlimited Righta“, as used in this clause, means rights to use,
duplicate, or disclose technical data or computer software, in whole
or in part, in any manner and for any purpose whatsoever, and to have
or permit others to do so.

(b) Government Righta.

(1) License Rights. For a pericd of two (2) years (or such
othsr period as may be authorized by the Contracting Officer for good
cause shown) after the delivery and acceptance of the last deliverabls
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item under this contract, the Government shall have limited righta
and, after the expiration of the iwo-year period, shall have license
rights in: : o :

(1) technical data and computer software resulting directly from
performance of experimental, developmental, or research work which was
specified as an element of performance in this contract or any
subcontract hereunder; '

(11) computer software required to bes originated or developed
under this contraet or any subcontraet hersunder, or generated as a
neceszary part of performing this contraet or any subcontract
hereunder;

(1ii) technical data neceasary to enable manufacture of end-items,
components and modifications, or to enable the performance of
processes, when the end-items, components, modification or processes
have been, or are being, developed under this contract or any

" subcontract hereunder in which experimental, developmental or research

work i3, or was specified as an elemént of contract performanca,
except technical data pertaining to items, components, processas, or
computer sof'tware developed at private expense (but see subdivision
(b)(2)(1) below); ‘ .

(iv) technical data or computer software prepared or required to
be delivered under this contract or any subcontract hereunder and
constituting corrections or changes to Government-furnished data or
computer software;

{v) technical data pertaining to end-items, components or
processes, prepared or required to be delivered under this contract or
any subcontract hereunder for the purpose of identifying sources,
size, configuration, mating and attachment characteristics, functional
characteristics and performance requirements {"form, fit and function”
data, e.g., specification control drawings, catalog sheets, envelope
drawings, ete.);

(vi) manuala or instructional materials prepared or required to

"be delivered under this contract or any subeontract hereunder for
‘installaticn, cperation, maintenance, or training purposes; and

{vii) any other technical data or computer software prepared or
required to be delivered under this contract or any subcontract
hereunder, other than technical data furnished with limited or
unlimited rights pursuant to subparagraphs (b»)(2) and (4) below or
computer software furnished with restricted or unlimited rights
pursuant to subparagraphs (b}(3) and (4) below.

. License Rights shall be effective with respect to the technical data

identiflied in subdivisions (b)(1)(1), (iii), (iv), (v), (vi), and
(vii) above only if each piece of data is marked with the License
Rights Legend below in which is inserted the number of the prime
contract under which the data is to be delivered, the name of the
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contractor and any subcontractor by whom the data was generated, and
the period in which the data is subject to limited rights, and shall
be effective with respect to the computer software identified in
subdivisions (b){1)(i), (1i), and (iv) and (vii) above only if each
unit of software is marked with an abbreviated License Rights Legend
reciting that the use, duplication, or disclosure of the software 1is
subject to the same license rights restrictions included in the same
contract (identifiled by number) with the same-Contractor (identified‘
by name):

" LICERSE RIGHTS LEGEND
Contract HO.u cciccesssscnccscnens
conmctor or mbcontﬂctor: tesesesbesusstnERe

For a period of two (2) years after the delivery and acceptance of the
last deliverable item under this contract, this technical data shall
not, without the written permission of the above Contractor, be either
(A) used, released or disclosed in whole or in part outside the
Government, (B) used in whole or in part by the Government for
manufacture, or (C) used by a party other than the Government. After
the expiration of the twe (2) year periocd, the Covernment may use,
duplicate, or disclose the data, in whole or in part and in any
manner, for Government purposes only, and may have or permit others to
do so for Government purposes only. All rights to use or duplicate
the data in whole or in part for commercial purposes are retained by
the Contractor, and. cthers to whom this data may be disclosed agree to
abide by this commercial purposes limitation. The Government assumes
no liability for use or disclosure of the data by others for
commerceial purposes. This legend shall be included on any
reproduction of this data, in whole or in part.

(2) Limited Rights. The Government shall have limited rights
in: ' '

(1) unpublished technical data pertaining to items, components
or processes developed at private expense, and unpublished computer
software documentation related to computer software that 1s aequired
. with restricted rights, other than such data as may be lncluded in the
‘data referred to in subdivisions (b)(1)(i), (iv), (v}, and (vi) above.
The word unpublished, as applied to technical data and computer
software documentation, means that which has not been released to the
public nor been furnished to others without restriction on further use
or discloaure. For the purpose of this definition, delivery of
limited rights technical data to or for the Government under a
contract does not, in itself, constitute release to the publiec. -

Limited Rights shall be effective with respect to the technical data
mentioned in subdivision (b)(2)(1) above only if esach piece of data is
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marked with the Limited Rights Legend below in which is inserted the
number of the prime contract under which the data is to be delivered
~'and the name of the Contractor and any subcontractor by whom the data
.- was generatad:

LIMITED RIGHTS LEGEND
Contract MOe ccvvscvonccsns .
Contractor or subcoatractor: ....ccceeee

This technical data shall not, without the written permission of the
above contractor, be aither (A) used, released or diasclosed in whole
or in part ocutside the Government, (B) used in whole or in part by the
Government for manufacture, or (C) used by a party other than the
Government. This legend shall be included on any reproduction of this
data, in whole or in part. _

. (3) BRestricted Rights. The Government shall have restricted
rights in privately developed computer software, listed or described
in a license or agreement made a part of this contract, which the
parties have agreed will be furnished with restricted rights;

. Provided, however, notwithatanding any contrary provision in any such

- license or agreement, the Government shall have the rights included in
the definition of "restricted rights" in paragraph (a) above. Such
reatricted rights are of no effect unless the computer software ia
marked by the Contractor with the following legend:

_ RESTRICTED RIGHTS LEGEND
Use, duplication or disclosure is subject to
restrictiona stated in Contract No.
wvith (Name of Contractor).

and the related computer software dccumentation includes a prominent
statement of the restrictions applicable to the computer software.
. The Contractor may not place any legend on computer software
indicating restrictions on the Government's rights in such software
unless the restprictions are set forth in a license or agreement made a
part of this contract prior to the delivery date of the software.
Fallure of the Contractor tc apply a restricted rights legend to such
computer software shall relieve the Government of liability with
respect to such unmarked software. _
.- {4) Unlimited Rights. The Government shall have unlimited-
-rights in: _ _

(1) technical data or computer software required to be prepared
or delivered under this contract or any subecontract hereunder that was
previously delivered or previocusly required to be delivered to the
Government under any contract or subcontract with unlimited righta;
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(11) technical data or computer software that is in the public
domain or has been or is normally released or disclosed by the
Contractor or any subcontractor without reatriction on further use or
diselosure; and

(1ii) computer data. bases, consisting of information supplied by
the Government, information in which the Government has unlimited
rights, or information which is in the public domain.

(5) No legend shall be marked on, nor shall any limitation or
restriction on rights of use be asserted as to, any technical data or
computer software which the Contractor or any subecontractor has
previcusly delivered to the Government without restriction. The
license, limited or restricted rights provided for by this paragraph
(b) shall not impair the right of the Government to use similar or
identical technical data or computer software acquired from other
sources. '

(¢) Copyright.

(1) The Contractor is hereby granted permission to assert or
eatablish claim to or ownership of copyright in any work of authorship
prepared for or acquired by the Government under this contract. In
addition to the rights granted under the provisions of paragraph (b)
above, the Contractor hereby grants to the Government a nonexclusive,
irrevocable, paid-up license throughout the world of the scope set
forth below, under any such copyright to reproduce the work in copies
or phonorecords, to distribute coples or phonorecords to the publie,
to perform or display the work publicly, and to prepare derivative
works thereof, and to have others do so for Government purposes. All
published works for which claim to or ownership of copyright has been
asserted or established shall contaln an appropriate credit line
identifying Government support. . With respect to technical data and
computer software in which the Government has license rights or
unlimited rights, the license shall be of the same scope as the rights
set forth in the definitions of "license rights" and "unlimited
rights” in paragraph (a) above. With respect to technical data in
which the Government has limited rights, the scope of the license is
limited to the rights set forth in the definition of "limited rights”
in paragraph - (a) above. With respect to computer software which the
parties have agreed in accordance with paragraph (b)(3) above will be
furnished with reatricted rights, the acope of the license is limited
to such rightas.

(2) Unless written approval of the Contracting Qfficer is
obtained, the Contractor shall not include in technical data or
computer software prepared for or acquired by the Government under
this contract any works of authorship in which copyright is not owned
by the Contractor without acquiring for the Government any rights
necessary to perfect a copyright license of the scope specified in
subparagraph (e¢)(1).
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(3) As between the Contractor and the Government, the Contractor
shall be conaidered the "person for whom the work was prepared" for
the purpose of determining authorship under Section 201(d) of Title
17, United States Code.

(4) Taechnical data delivered under this contract which carries a
copyright notice shall also include the following statement which
shall be placed therecn by the Contractor, or should the Contractor
fail, by the Government:

This material may be reproduced by or for the
U.S. Government pursuant to the copyright license
under the clause at 52.227-7025 (date).

(d) Removal of Unauthorized Markings.
(1) Notwithstanding any provision of this contract con-

cerning inspection and acceptance, the Government may

correct, cancel, or ignore any marking not authorized by the
terms of this coatract on any techmical data furnished
hereunder in accordance with the clause of this contract
entitled “Validation of Restrictive markings on Technical

Data.” i
{2) Notwithstanding any provision of this contract con-

cerning inspection and acceptance, the Government may

correct, cancel, or ignore any marking not authorized by the
terms of this contract on any computer software furnished
hereunder, if: )

(i} the Contractor fails to respond within sixty (60) days
to a written inquiry by the Government concerning the
propriety of the markings; or _ )

" (ii} the Contractor's vesponse fails to substantiate, with-
in sixty (60) days after written notice, the propriety of
restricted rights markings by identification of the restric-

. tions set forth in the contract. )

In either case, the Government shall give written notice to

the Contractor of the action taken.

(e) OUmitted Maricings. Technical data and computer software
delivered to the Government without any of the legends or markings
.specified in paragraph (b) above or that ars not copyrightad shall be
~ deemed to have been furnished with unlimited rights, and the
Government assumes no liability for the use, duplication, or
discloaure of such data and software. However, to the extant the data
and software have not been disclosed without restriction ocutside the
Government, the Contractor may request, within six (6) months after
delivery of such data and software, permisaion to place restrictive
legends on such.data and software at the Contractor's expanss and the
Government may so psrmit if the Contractor:

(1) demonstratas that the omission of the restristive legends
was inadvertent; :

{(2) establishes pursuant to paragraph (d) above that the use of
the markings is avthorized; and

(3) acknowledges that the Government has no liability with
respect to the use or disclosure of such data and software that was
received prior to the addition of the restrictive markings.
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(f) Relation to Patents. Nothing contained in this clause shall
imply a license to the Government under any patent or be construed as
affecting the scope of any license or other right otherwlse granted to
the Government under any patent.

(g) Acquisition of Data and Computer Software from
Subeontractor.

(1) Whenever any technical data or computer software i3 to be
obtained from a subcontracter under this contract, the Contractor
shall use this same clause in the subcontract, without alteration, and
no other clause shall be used to enlarge or diminish the Covernment's
or the Contractor's rights in that subcontractor data or computer
software which 13 required for the Government.

{2) Technical data required to be deliverad by a subcontractor
shall normally be delivered to the next higher-tier Contractor.
However, when there is a requirement in the prime contract for data
which may be submitted with limited rights pursuant to subparagraph
{(b}(2) above, a subcontractor may fulfill such requirement by
submitting such data direetly to the Government rather than through
the prime Contractor.

(3) The Contractor and higher~tier subcontractors will not use
their power to award subcontragts as economic leverage to acquire
rights in technical data or computer software from their
subeontractors for themselves.

(End of clause)

52.227-T026 Deferred Delivery of Technical Data or Computer Software.
As prescribed at 27.412(n), insert the following clause:

DEFERRED DELIVERY OF TECHNICAL DATA OR COMPUTER SOFTWARE (NOV 1974)
The Government shall have the right to require, at any time during the
performance of this contract, within two (2) years after either
acceptance of all items {other than data or computer zoftware) to be
delivered under this contract or termination of this contract,
whichever 13 later, the delivery of any technical data or computer
software item identified in this contract as "deferred delivery® data
or computer software. The obligation to furnish such technical data
required to be prepared by a subcontractor and pertaining to an item
obtained from him shall expire two (2) years after the date Contractor
accepta the last delivery of that item from that subeontractor for use
in performing this contract.

(End of clause)

52.227-7027 Deferred Ordering of Technical Data or Computer Sortunre
As prescribed at 27.412{(¢), insert the following clause:
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DEFERRED ORDERING OF TECHNICAL DATA OR COMPUYER SOFTWARE. (NOV 197%)

In addition to. technical data or computer software specified
‘alsewhers in this contract to be delivered hereunder, the Government
may, at any time during the performance of this contract or within a
pericd of three (3) years after acceptance of all items (other than
technical data or computer software) to be delivered under this
contract or the termination of this contract, order any technical data
or computer software (as defined in the "Rights in Technical Data and
Computer Software™ clause of this contract) generated in the
performance of this contract or any subcontract hereunder. When such
technical data or computer software is ordered, the Contractor shall
be ccmpensated for converting the data or computer softwara into the
prescribed form, for reproduction and delivery. The obligation to
‘deliver such technical data of a subcontractor and pertaining to an
item obtained from him shall expire three (3) years after the dates the
Contractor accepts the last delivery of that item from that
subeontractor under this contract. The Government's prighta to use
said data or computer software shall be pursuant to the "Rights in
Techniical Data and Computer Software™ clause of this contract.

(End of clause)

52,227-7028 Requirement for Technical Data Certification. As
prescribed at 27.412(p), insert the following provision:

REQUIREMENT FOR TECHNICAL DATA CERTIFTCATION (APR 197X)

The offeror shall submit with his offer a certification as to
whether he has dellvered or is obligated to deliver to the Government
under any contract or subcontract the same or subatantially the same
technical data included in his offer; if so, he shall identify one
such contract or subecontract under which such technical data was
delivered or will be delivered, and the place of such delivery.

' (End of provision)

52.227-7029 Identification of Technical Data. As prescribed at
27.4812(q), insert the following clause:

IDENTIFICATION OF TECBNICAL DATA {MAR 1975)
Technical Data (as defined in the "Rights in Techniecal Data and
- Computer Softwareé" clause of this contract) delivered under this
contract shall be marked with the number of this contract, name of
Contractor, and name of any subcontractor who generated the data.
" (End of clause)

52.227-T030 Technical Data—Withholding of Payment. As prescribed at
27.812(r}, insert the following clause:
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TECHNICAL DATA--WITHHOLDING OF PAYMENT (JUL 1976)

(a) If "Technical Data" (as defined in the clause of this
contract entitled "Rights in Technical Data and Computer Software®),
or any part thereof, specified to be delivered under this contract, is
not delivered within the time specified by this contract or is
deficient upon delivery (including having restrictive markings not
specifically authorized by this contract), the Contracting Officer may
until such data is acceptad by the Government, withhold payment to the
Contractor of ten percent (10%) of the total contract price or amount
unless a lesser wihholding is specified in the contract. Paymenta
shall not be withheld nor any other action taken pursuant to this
paragraph when the Contractor's failure to make timely delivery or to
deliver such data without deficiencies arises out of causes beyond the
control and without the fault or negligence of the Contractor.

(b) After payments total ninety percent (90%) of the total
contract price or amount and if all technical data specified to be
delivered under this contract has not been accepted, the Contracting
Officer may, withhold from further payment such sum as he considers
appropriate, not excesding ten percent (10%) of the total contract
price or amount unless a lesser withholding limit is specified in the
contract.

(e} The withholding of any amount or subsequent payment to the
Contractor shall not be construed as a waiver of any rights aceruing
to the Government under this contract.

(End of claunse)

52.227-7031 Data Requirements. As prescribed at 27.412(a), insert
~ the following clause:

DATA REQUIREMENTS (APR 1972) _
’ (a) Data means recorded information, regardless of form or
characteristics.

(b) The Contractor is required to deliver only the data items
listed on the DD Form 1423 (Contract Data Requirements List) and data
items identified in and deliverable under any contract clause of FAR
Subpart 52.2 and DoD FAR Supplement Subpart 52.2 made a part of the |
eontract.

(End of clause)

52.227-7032 Rights in Technical Data and Computer Software {Foreign).
As prescribed at 27.412(t), insert the following eclausa:

RIGHTS IN TECHNICAL DATA AND COMPUTER SOFIWARE (FOREIGN) (JUN 1975)
The United.States Government may duplicate, use, and disclose in

any manner for.any purposes whatacever, including delivery to other
governments for the furtherance of mutual defense of the United States
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Government and other governments, all technical data including
reports, drawings and blueprints, and all computer software, specified
to be delivered by the Contractor to the United States Government

under this contract.
(End of clause)

52.227-7033 Rights in Shop Drawings. As prescribed at 27.412(u),
" insert the following clause:

RIGHTS IN SHOP DRAWINGS (APR 1966)

(a) Shop drawings for construction means drawings, submitted to
the Government by tha Construction Centractor, subcontractor or any
lower tier subcontractor pursuant to a construction contract, showing
in detail (i) the proposed fabrication and assembly of structural
elements and (ii) the installation (i.e., form, fit, and attachment
details) of materials or equipment. The Government may duplicate,
use, and disclose in any manner and for any purpcse shop drawings
delivered under this contract.

(b) This clause, including this paragraph (b}, shall be included
in all subcontracts hereunder at any tier.

(End of clause)

52.227-T03% Patenta-Subcontracts. :As prescribed at 2T.304-#, insert.
"~ the following clause: :

PATENTS-SUBCONTRACTS (APR 198%)

- The Contractor will include the clause at FAR 52.227-12, Patent
Rights--Retention by the Contractor (Long Form) suitably modified to
identify the parties, in all subcontracts, regardless of tier, for
experimental, develcopmental, or research work to be performed by other
than a small business firm or nonprofit organization.

(End of clause)
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252.227-7035 Prenotification of Rights in Teehl?iml Data.
As prescribed at 227.412(v), insert the foﬂpmg provision:

PRENOTIFICATION OF RIGHTS IN TECHNICAL DATA
(OCT 1985)- - _

{a) In order for the Governmeat to make informed.judg-
ments concerning the reprocurement potential of items,
components, processes, or computer scftware developed at
private expense that an Offeror intends to deliver under.a
resuitant contract offerors shall identify to the maximum
practicable extent in their response to this solicitation such
privately developed items, components, processes, or com-
puter software and the technical data pertaining thereto
which they: '

(1) intend to deliver with limited rights;
(2) intend to deliver with unlimited rights; or
(3) have not yet determined will be delivered with
unlimited or limited rights.
This requirement. for identification shall include that techni-
cal data pertaining to the design, development, or produc-
tion of privately developed items, components, or processes

which have been or are to be offered for sale, lease or.

license in significant quantities to the generat public, This
identification need not be made as to technical data which
relates {o standard commercial items which are manunfac-
tured by more than one source of supply.

(b) If an Otferor assets limited rights o any technical data

in its proposal in responding to this requirement, Govern-

ment failure to object to or reject any such assertion shall
- not be construed to constitute an agreement to or impair
Government rights with respeet to any such data rights
assertion.

(¢) Offerors will furnish, at the written request of the

Contracting Officer, evidence supporting any suchk rights

contention’ when the criteria governing rights in technical
data, as set forth in the clause at 252.227-7013 are applied.

(End of provision)

252.227-7036 Certification of Technical Data Conformity.
As prescribed at 227.412(w), insert the following clause:

CERTIFICATION OF TECHNICAL DATA CONFORMITY

(OCT 1985) :
(a) All technjcal data delivered under this contract shall
be accompanied by the following written certification:
The Contiractor, hereby certifies that, to the
best of its knowledge and belief, the techmical data deliv-
ered herewith under Contract No. is complete,
accurate, and complies with all requirements of the
- contract. :

Date ... . Name and Ti_tle of Certifying Official

This written certification shall be dated and the certifying
official (identified by name and title) shail be duly author-
ized to bind the Contractor by the certification. -

{b) The Contractor shall identify, by name and title, each
individual {oficial)} authorized by the Contractor to certify
in writing that the technical data is complete, accurate, and
complies with all requirements of the contract. The Contrac-
tor hereby authorizes direct contact with the authorized
individual responsible for certifieation of technical data.
The authorized individual shall be familiar with the Contrac-
tor’s technical data conformity procedures and their appli-
cation to the technical data to be certified and delivered.

¢t

{¢) Technicai data delivered under this contract may be
subject to reviews by the Government during preparation
and priotr to acceptance. Technical data is alse subject to
reviews by the Government subsequent to acceptance, Such
reviews may be conducted as a function anciliary to other
reviews, such as in-procesa reviews or configuration audit
reviews.

_ (End of clause)

252.227-7037 Validation of Restrictive Markings on Techni-
cal Data.

. As prescribed in 227.412(x), insert the following clause:

VALIDATION OF RESTRICTIVE MARKINGS ON TECH-
NICAL DATA (OCT 1935) .

(a) Deflnition. “Technicai data”, as used in. this clause,
means recorded information (regardless of the form or
method of the recording) of a scientific or technical nature
(including computer software documentation) relating to

: supplies acquired or to be acquired by the Government. Such

term does not include computer software or financial, ad-
ministrative, cost or pricing, or management data, or other
information incidental to contract administration,

{b) Justification. The Contractor or subcontractor at any
tier shall maintain records adequate to justify the validity of
markings that impose restrictions on the Government and
others to use, duplicate, or disclose technical data delivered
or required to be delivered under the contract or subcon-
tract, and shall be prepared to furnish to the Contracting
Officer a written justification for such restrictive markings.
The records that justify the validity of the restrictive mark-
ings shall be maintained for as long as the Contractor or
subcontractor intends to asset the validity of the markings.

{c} Prechallenge Review.

(1) The Contracting Officer may request the Contractor or
subeontractor to furnish to the Contracting Officer a written
justification for any restriction asserted by the Contractor
or subcontractor on the right of the United States or others
to use technical data. The Contractor or subcontractor shall
furnish such written justification to the Contracting Officer
within thirty (30) days after receipt of a written request or
within such longer period as may be authorized in writing by
the Contracting Officer. .

(2) If the Contracting Officer; after reviewing the written
justification furnished pursuant to (b)1) of this clause and
any other available information pertaining to the validity of
a restrictive marking, determines that reasonable grounds
exist tb question the current validity of the marking and that
continued adherence te the marking would make impracti-
cable the subsequent competitive acquisition of the item,
component, or process to which the marked technical data

‘relates, the Contracting Officer may review the validity of

the marking. :

(3} As a part of the review, the Contracting Officer may
request the Contractor or subcontractor to furnish informa-
tion: in the records or otherwise in the possession of or

, available to the Contractor or subcontractor to justify the
validity of any restrictive marking on technical data deliv-

ered or required to be delivered under the contract or
subcontract. The Contracting Officer may request the Con-
tractor or subcontractor to furnish additional information
such as a. statement of facts accompanied by supporting
documentation adeguate to justify the validity of the mark-
ing. The Contractor or subcontractor shall -furmish such

_information to the Contracting Officer within thirty (30)
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days after receipt of a written request or within such longer
period as may be authorized in writing by the Contracting
Officer. ‘

(d) Challenge. .

(1) Notwithstanding any provision of this contract con-
cerning inspection and acceptance, if, afler compieting a
prechallenge review, the Contracting Officer determines
that a challenge to the restrictive marking is warranted, the
Contracting Officer shail send a written challenge notice to
the Contractor ar subcontractor. Such chailenge shall in-
clude (i) the grounds for challenging the restrictive marking;
{ii) a requirement for a written response within sixty (60)
days after receipt of the written notice justifying by clear
and convineing evidence the current validity of the restric-
tive marking; (iii) a notice that a response will be considered
a claim within the meaning of the Contract Disputes Act of
1978 and must be certified in the form prescribed in Federal
Acquisition Regulation (FAR) 33.207, regardless of dollar
amount; and {iv) a notice that failure to respond to the
challenge notice will constitute agreement by the Contractor
or subcontractor with Government action to strike or ignore
the restrictive legends. ‘

(2) The Contracting Officer shall extend the time for
response as appropriate if the Contractor or subcontractor
‘submits a written request showing the need for additional
time to prepare a response.

{3} The Contractor’s or subcontractor’s.written response
shall be considered a claim within the meaning of the
Contract Disputes Act of 1978 (41 U.S.C. 601 et seq.), and
shall be certified in the form prescribed by FAR 33.207,
regardiess of dollar amount. -

{4) A Contractor or subcontractor receiving challenges to
the same restrictive markings fromn more thah one Con-
tracting Officer shall notify each Contracting Officer of the
© existence of more than one challenge. The notice shail aiso

state which Contracting Officer initiated the first in time
unanswered challenge. The Contracting Officer initiating the
first in time unanswered challenge after consultation with
the Contractor or subcontractor and the other Contracting
Officers, shall formulate and distribute to ail interested
parties a.scheduie for responding to each of the challenged
notices. The schedule shall afford the Contractor or subcon-
tractor an equitable opportunity to respond to each chal-
lenge notice. All parties agree to be bound by this schedule.
(e} Final Decision When Contractor or Subcontractor
Fails to Respord. Upon a failure of contractor or subcon-
tractor to submit any response to the challenge notice, the
Contracting Officer shall issue a final decision to the Con-
tractor or subcontractor in accordance  with the Disputes
clause at FAR 52.233-1, pertaining to the validity of the
asserted restriction. The Contractor or subcontractor hereby
" agrees that failuré to respond to the challenge notice within
the time period of (d)1Xii) or (2) above, entitles the Govern-
ment to cancel, correct, or ignore the restrictive markings
and conmstitutes agreement with such Government action.
This final decision shall be issued within sixty (60) days after
the expiration of time period of (d¥1Xii) or (2) above.

() Final Decision When Contractor or Subcontractor
--Responds.

- (1) If the Contracting Officer determines that the Contrac-
tor or subcontractor has justified the validity of the restric-
tive marking, the Contracting Officer shall issue a finai
decision to the Contractor or subcontfactor sustaining the
validity of the restrictive marking, and stating that the
Government will continue to be bound by the restrictive
marking. The final decision shail be issued within sixty (60)

" days after receipt of the Contractor's or subcontractor’s

to the challenge notice, or within such longer
period that the Contracting Officer has notified the Contrac-
tor or subcontractor of the longer period that the Govern-
ment will require. The notification of a longer period for
issuance of a final decision will be made within sixty (60)
days after receipt of the response to the challenge notice.
{2Xi) If the Contracting Officer determines that the valid-
ity of the restrictive marking is not justified, the Contract-
ing Officer shall issue & fina] decision to the Contractor or
subcontractor in accordance with the Disputes clause at
FAR 52.233-1. Notwithstanding paragraph (e) of the Dispute
clause, the final decision shall be issued within sixty (60)
days after receipt of the Contractor’s or subcontractor’s
response to the challenge notice, or within such longer
period that the Contracting Officer has notified the Contrac-
tor or subcontractor of the longer period that the Govern-
ment will require. The notification of a longer period for
issyance of a final decision will be made within sixty {60)
days after receipt of the response to the challenge notice.
(i) The Government agrees that it wiil continue to be

bound by the restrictive marking for a period of ninety (90) -

days from the issuance of the Contracting Officer’s final
decision under (f}2Xi) of this clause. The Contractor or
subcontractor agrees that, if it intends to file suit in the
United States Claims Court it will provide a notice of intent
to file suit to the Contracting Officer within ninety (90) days
from the issuance of the Contracting Officer’s finai decision
under (F)2(i) of this clause. If the Contractor or subconirac-
tor fails to appeal, file suit, or provide a notice of intent to
file suit to the Contracting Officer within the ninety (90)-day
period, the Government may cancel or ignore the restrictive
markings, and the failure of the Contractor or subcontractor
to take the required action constitutes agreement with such
Government action.

{iii) The Government agrees that it will continue to be
bound by the restrictive marking where a notice of intent to
file suit in the United States Claims Court is provided to the
Contracting Officer within ninety (90) days from the issu-
ance of the final decision under {f)¥2Xi) of this clause. The
Government will no longer be bound, and the Contractor or
subcontractor agrees that the Government may strike or
ignore the restrictive markings if the Contractor or subcon-
tractor fails to file its suit within one (1) year after isszance
of the final decision. Notwithstanding the foregoing, where
the head of an agency determines, on a nondelegable basis,
that urgent or compelling circumstances significantly af-
fecting the interest of the United States will not permit
waiting for the filing of a suit in the United States Claims
Court, the Contractor or subcontractor agrees that the agen-
cy may, following notice to the Contractor or subcontractor,
cancel and ignore such restrictive markings as an interim
megsure, pending filing of the suit or expiration of the one
{1}-year period without filing of the suit. However, such
agency head determination does not affect the Contractor's
or subcontractor’s right to damages against the United
States where its restrictive markings are ultimately upheld
or to pursue other relief, if any, as may be provided by law.

(iv) The Government agrees that it will be bound by the
restrictive marking where an appeal or suit is filed pursuant
to the Contract Disputes Act until final disposition by an

agency Board of Comtract Appeals or the United States -

Claims Court. Notwithstanding the foregoing, where the
head of an agency determines, on a nondelegable basis,
following notice to the Contractor that {A) the Contractor
has failed to diligently prosecute its appeal, or (B} that
urgent or competling circumstances significantly affecting




the interest of the United States will not permit awaiting the
decision by such Board of Contract Appeals or the United
States Claims Court, the Contractor or subcontractor agrees
that the agency may cancel and ignore such restrictive

markings as an interim measure pending final adjudication.

However, such agency head determination does not affect
the Contractor’s or subcontractor's right to damages against
the United States where its restrictive markings are ulti-
mately upheid or to pursue other relief, if any, as may be
provided by law.

{g) Final Disposition of Appeal or Suit.

(1) If the Contractor or subcontractor appeals or files suit
and if, upen final dispesition of the appeal or suit, the
Contracting Officer’s decigion i sustained —

(i) The restrictive marking on the technical data shall
be canceled, corrected, or ignored; and

(i1) If the restrictive marking is found not to be substan-
tially justified, the Contractor or subcontractor, as appro-
priate, shall be liable to the Government for payment of
the cost to the Government of reviewing the restrictive

marking and the fees and other expenses (as defined in 28

U.S.C. 2412(dX2XA)) incurred by the Government in chal-

lenging the marking, unless special circumstances would

make such payment unjust.

(2) 1f the Contractor or subconiractor appeals or files suit
and if, upon final disposition of the appeal or suit, the
Contracting Officer’s decision is not sustained —

(i) The Government shall continue to be bound by the
restrictive marking; and

(ii) The Government shail be liable to the Contractor or
subcontractor for payment of fees and other expenses (as
defined in 28 U.5.C. 2412(dX2XA)) incurred by the Contrac-
tor or subcontractor in defending the marking, if the
challenge by the Government is found not to have been
made in good faith.

(h) Survival of Right to Challenge. The Government
retains its right to challenge the validity of a restrictive
marking asserted under this comtract without limitation as
to time and without regard to final payment. However, after
issuing a decision sustaining the validity of a restrictive
marking, the Government agrees not to rechallenge the
validity of a restrictive marking under this ciause unless
additionaj evidence not originally available to the Contract-
ing Officer becomes available that indicates the restrictive
marking is invalid,

(i) Privity of Contract. The Contractor or subcontractor
agrees that the Contracting Officer may transact matters
under this clause directly with subcontractors at any tier
that assert restrictive markings. However, this clause nei-
ther creates nor implies privity of contract between the
Government and sibeontractors.

()) Flowdown. The Contractor or subcontractor agrees to
insert this clause in subcontracts at any tier requiring the
delivery of technical data. '

(End of clause)
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