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BEPARTMENT OF COM’WEHCE

" Office of the Assistant Secretary fpr
Productivity, Technology. and.

o ‘lnnovation

137 CFFt Part 401 _
’ [Docket No. 41278-4178]” i

" Rights to Inventions Made by .

¥ Nonprofit Orgamzations and Small |

. ) ,Business Firms |

- AGENCY: Assistant Secretary for -
Produgtivity, Technology, and
~ Innovation; Commerce.

AcTioN: Notice of proposed rule makmg

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 rionprofit organizations and small
business firms and reassigned - -
responsibility for the promulgation of

-regulations implementing 35 U.8.C, 202-
204 to the Secretary of Commerce. The

- "..proposed regulation, if ‘adopted, wd]
nnplement 35 1.8.C. 202-204. ‘

DATE: Comments due’ by June 3, 1985.

" ADDRESS: Send comments to Mr.

Norman Latker, Director, Federal
Technology Management Policy
‘Divigion, Office of Productivity, _
" Technology and Innovation; Department

. -of Commerce, Rm. H4837, Washmgton, :

D. C 20230. Phone: 202-—377—0659
FOR FURTHER INFOHMATION CON‘!‘AC‘I"

Norman Latker at the-address above or ..

Jesse E. Laaken (202-377-8100) at the:

" . ‘same address.

SUPPLEMENTARY INFOHMATION‘ :

Background

. Sectlon 501 of Pub. L., 98-620- moludes
. a series of. amendments to chapter 18-of -
title 35, U.8.C., including the assignment

. of regulatory authonty to the Secre‘tary .

.of Commegce. The Secretary has

o -delegated his’ authority under 35 U.S. C

| 206.to the Assistant Secretary for..

* Productivity, Technology and

JInnovation. Since the amendments
became effective on November 9, 1984

_ when Pub. L. 98-620 was signed, we are
attemptmg to complete the rulemaking
process in-an expeditious manner.
Pending the issuance of a final

- . .regulation, we believe thatthe . .-

~ provisions of OMB Circular A-124 -

- continue to apply except to the extent
that amendments to. Chapter 18 are
clearly mconsmtent We suggest that
agencies use these proposed regulatlons
as guidance in the modification of

-clauses and pmcedures that may be -
. . required pendmg the issuance of a ﬁnal
s regulatxon T .

JOMB Circular A124

_ following discussion compares: the *
 proposed regalation to OMB Circular A
. 124 with particular emphasis on:t}
‘reasons for any substantrve dnfere
“and addltlons

7.6, 17;-and 18 of OMB Clroular A-124

_clear that the amended march-in rights.

. contracts are typically for extended -

“terms (usually 5 years), we believe the’
. intent of the Congress should notbe
delayed. Most of these contractg.are . -
rotitinely’ amended to adjust funds ona-
_...regular basis., As part of such an’

" amendment the patent rights provrsmn '

" should be amerided if the conirdctor

Cnmpanson of Proposed Regulatum

“The proposed regulatmn close
follows OMB Circular A-124. The

Section 401 1 Sc:ope

This section containg prcmsmn ;
similarto those now found in parts 5,

Language has been included in
401.1(a) giving recognition to the:' .-
requirement of new 35 U.S.C, 212 that
funding agreements made primarily f
educational purposes would notbe

sub;eot to the regulation and that .
agencies should not take any rights.in’

- inventions made under such agreements._

Section 401.1(b) i3 intended to'make

procedures established by amended 35

U.S.C. 203 apply to proceedings initiatad "
under existing funding agreements, We :
- interpret the amended proce_du‘re

apply to all new march-in proceedings.
even if the funding agreement predates

section takes‘the same approach to'the

.. various appeal rights established'in part
‘14 of OMB Circular A~124, which are
‘carried over in the proposed regulation

~ with only minor revigions, -

Section 401.1(c) directs agencxes. at’

the request of the contractor, to amend
. outstanding funding agreements’ for the ‘
- -operation of Government-owned:

facilities by substituting the applmab !
clause at section 401.14 for the clause
presently insuch funding agreements. Ny
Pub. L. 98-620 has suhstantmlly '
narrowed the'previous exception .

applicable to “GOCOs". Since these .

requests: A number of agencies ‘have..
cutstanding GOCO contracts in; which

the exception was not invoked and the -

contract includes the clause at

Attachment A to OMB _C_lrcular A—124.- S

Section 401.1(c) does not require that
these contracts be amended unless the
contractor so requests.

Section 401.1{f) is new and is; mtanded

to clarify the applicability of chapter
and the proposed regulations to

'whether on a relmbursable or

nonrelmbursabfe baala. are not
‘considered to fail under the Act’s
‘définition of “funding agreement’” since

the work is not being directly funded by

the Government even though it is being .

assisted by the making available of
facilities. Of course, if the Government -
ere also funding the research through a
grant or contract, the grant or contract

transaction would make chapter 18
‘applicable if a small business firm or .
---nonprofit organization was the rec1p1ent ‘
[ of the grant'or contract. :

Seetmn 401.1[f) does pmntout L

'however, that in cases when the facility
.operator ig a nonprofit orgamzatwn ora
.smallbusiness firm, there is a possibility
‘that the operator may be entitled to
rights under its funding agfeement ifits
‘employees make an inventionin
"gooperation with a facility user. The
regulation therefore notes the
+ advisabilifty of reaching advance”

agreements on the rights of the three

‘parties if there is a liklihood that
“pperator employees may be involved in *

the makmg of mventrons by. a facﬂlty

‘We have not attempted to state what

* the allocation of rights should be in such
the amendment of chapter 18. This . -

cases since this is beyond the scope of

this regulation. However, we believe

that consistency with chapter 18 of Tltle

.. 35 11,8.C; and the President's

Memorandum of February 18, 1983,
would dictate that the user should

. niormally retain title to its own -

inventions. If operator employees make
an invention in cooperation with a

- facility user, then the operator-

" “contractor should, perhaps, obtain some
‘share of any income generated by the

invention. However, absent the, active

cooperatlon and involvement-of the

" :operator in the project, title in any

..inventions may be assigned-to the user

. -ag part of the initial arrangement and

the agency should approve, in advance,
the assignment of any rights in. ‘

“inventions made during a project from.

the operator to the user as authorlzed by .

' ':‘35 U.8.C. 202(c)(7)(A). .
Sec:tmn 401.2 Defrmtmns -

Sectlon 401.2 uses the same

defml’uona as in part 6 of OMB Circular

A-124 e_xeept that the definitions o_f

"+ “invention” and “subject invention”
“have been modified to accommodate

' Pub. L. 98-620 changes to the definitions .
" at 35 11.5.C. 201. Definitions of “chapter

: 8” and*Assistant Secretary have also i

;_b_een added,
.Secz‘zon 401 3 Use af the e]ouses at

: Sectlon 401 3{a} is based on part 7 a.

' .of OMB Clroular A—12.4 wrth some -
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modifications to reﬂect-neW'SS- US.C. 8

212 and-amended 35 U.8.€.-202(a).. -+
-Section 401;3(b) isnew:In part:it B

implements; in combination with ™.

§ 401.14(b}, language in amended 35

11.5.C: 202(a) contcerning the exceptlon

for.certain Department of Erergy

- funding-agreements..This section also -

guidelines-in connéction with the

drafting of alternative provisions when _

certain of the exceptions at 35 U.S.C.
202(a) are used. We parucularly
encourage comments of suggestions
regarding, this proposed language ‘
Section 401.3{c) is new. It gives

- specific recognition that many contracts _

are of exténded duration and may. ==
involve a variety of task orders, This -
section is interided to clarify that
-agencies have the Rexibility to use the:
exceptions with respect to'a’ specific

. task order; including one added after the -

original funding agreement is executed,-:
even though the remainder of the .
contract 1s sub;ect to one the claubes at
§ 401.14.°

Sechon 40’1 3 [d] and [e] is equn- alent :

to part 7.{b)(1) of OMB Circular-A-124
except thatit was necsssary 1o m&ke a
number of changes because of

. .amendments to 35 U1.5.C. 202(b] (1] and :
- [2): Section 401.3 (f) and:(g) substantlally ;

follow: parts 7. b. [2] and d.of the OMB
Circular. -

One issue that is not expressly
addressed-by these regulatrons on which
we-would like comments is whether -
agencies should be: allowed to make _
class determinations to use ‘exceptions. .
Commentators who favor this.are asked

to provide examples of when this might -

prove useful. We gre seeking to

determine whether we should generally

authorize class determmatlons, ‘
generally bar them, or limit théir’ use to
specific types of situations. - ~

" Section401.4 Contmctor oppeal‘s of
exceptwns.

Section 401, 4is new end has no
counterpart in the-OMB Circular: Tt
impleéments new 35 U.5.C. 202(b](4]

which allows a contractor certain rights -
to contest the use of the exceptions at 35

U.5.C. 202({a):"We encourage comments

on whether the proposed section cames K

out the statutory language and
Congressional'intent. « 7
We interpret 35-U:S.C. 202{b][4) R

requiring‘@an‘administrative procedure

similarto that affofded under a-march+
“in, The proposed proceduire is intended -

‘to rapidly resolve contractor claims that:

agency authority to invoke the .
exceptions at 35 1.8.C. 202{a) was.

misused., The agency is authorlzed to

kexecutelﬂle contract with alternative -
- provisions pendmg the rescliition: of the

-Twlormg of Glauses. -

_isguie: If the issui is: resolved in'the:”

¢ gontractor's favor then the contract is to g

«..bp amended Tetroactively. Of course. the:
«: - vontractor coild refuse.to signa . . v

contract until the matter was: resolved

.. However, in this case the: ‘agency. could :

consider going. to alternative sources.-

- But the section provides, in effect, that lf e
. prescribes for the first time certain . - -

the contractor is willing to signa -
contract subjéct to'its retroactive =

améndment, the agency may not refuse -
" to contract withthe contractoron /i
account of the contractor's:exercise of

its rights iinder 35-U:8.C. 202{b][4]
‘We would also note that.the:..

' gontractors appealis not to be: hanclled;—""-

under the Contract-Disputes Act: We -

consider this a statutorily created rzght.- .

Moreover, it cross references to 35

U.8.C. 203(2) which specifically states ~

that determinations under-that section. -

are not sub]ect to the Contracts Drsputes

Act.
Section 401.5 Modxﬁcat;on and

Sections 401.5{&]—{c) substantrally

follow parts B.a . of OMB Clrculer A— -
124.

Section 40T. 5(d) is based on- part B d

of the OMB.Circular. However;. because i

of amendments to 35 U.S.C. 202(c)(4) it -

has been modified-to require the hstmg ;
- of specific treaties or international -
. _agreements that will be applicable. to the_

contractor: As amended, 35U:8.C.--
202(c)(4) no longer contains & reference
to "futire” treaties. Senatoi Dole's

explanation of the bill at $14142 of the

Cangressional Record for October 10; -~
1884, states that the revised language "~

was intended to require an'agéncy “to "
tie its use of this right to-a-foreign treaty -

or agreement that'is in existence at.the: ’

time the contractis executed.” However;

in recoghition of the fact that some -
funding agreements may extend over

-+ fairly long periods’of time, we have

included .optional language that will. -

allow an‘agency to add new treaties that ‘
go into effect after the date the contract !

is originally-signed. -
‘It should be neted that: the prowsmns
of §401.5{d) should have application, -

albeit indirectly, to funding agreements’ -
with larger, commercial coniractors-ag:
well ds those with small businesses and

nonprofit organizations. Thatis, 35 -

" 'U.5.C. 210 was amerded by Pub. L. 98— -
620 to provide “that all funding:*: T
agreements,-including those. w1th other

than small business firms and nonproflt

- organizations, shall inglude the:

requirements established in paragreph

202(c){4)-and section 203 of this tltle w
" Section 202(c)(4) establishes the . -“;
- minimium license. rights-of the::m = v
Government, including its righ ‘to obtam_g
) mghts to honor foreign egreements. We =

“of the OMB Circular. However, two
" opticnal administrative requirements’

) . normally required under other FAR - S
. provisions or agency grant prowsmns.

- provisions dealing with the transferof

. review appeals has been: el1m1nated o

- protgction afforded utilization. - :
'mformatlon by amended 35 US.E:

mterpret thig: language as carrymg Wit

it the implementing language developed o

under 35 U.S.C: 208. Therefore, we'
believe that it will be necessary to

“amend the standard Federal Acquisltmn" '

Regulation (FAR) patent rights claiises -
to conform to the language prescribed m"
§ 401.5(d). Section 203 of Title 35 dedls
with march-in rights; and, thus, for the.’
same reasons,’ for—proﬂt contractors
are hat'small businesses’ sh
review proposed § 401.8. "
Section 401.5(e) is based on pa;

have been eliminated. The option to”
requirg periodic llsting of invention :‘ S
reports has been dropped. This is
conardered an unjustified paperwork )
exercise, Agencies desiring this
mformatlon can presently obtam it from :
notification of R&D subcontrarts has
beén dropped since such’ reporting is

Section 401.5(f}-is new-and..’
implements the requirement of 35 U 5

* 202(c)(7)(E) which was added by.Pub. L.

98-620, The statutory lan,guage has, been :
followed with some minor editorial ..
revisions: mcludmg some language to o
clarify that ingome.is.to be used “at: he
facility.” This clarification was added fo:
reflect the clear intent of the Cangress:
as reflected on p. 21 of House Report 98-
983 on HR 5003 that the incomie.wag'to”
be in:*a’ research acco' nt controlled by .
the facllrty Sl E
One agency that mformally revrewed. K
this proposed rule suggested that - :
another paragraph be-added to section
401:5 advzsmg agencies to supplement .
the clause in contracits for the’ operatlon
of Government owned facilities with#

patent rights'to successor contractor
We aré considering including coverage
in this area, and seek comments’an
suggestioris concerning’this. Any -
suggestions for specifi¢ language or’
particular concerns that should be:
addressed in either the regulatory’ i
guidance or the clause languege arg o
encouraged

Section 401 6 Exercf.s'e of marcb n.
rights. :

Section 401:6° generally follows part: 13’: I
of OMB Circular A-124, except that
langaage in’the Circular authorizing t
use of Boards of Contract Appeals’to

reflect the'amendnierit of 85 U.5;
Modifications have been made
§ 401.6(¢) to reflect the greater
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‘202(::){5] 35 U S C 401.6 (f) and (g} have:.:

“ been revised:slightly to require.the fact -

. finder to.transmit-a; proposed decisian. -
- .and to spemﬁcaliy give the coniractor,

and-agency representatwes the_right. to-;:
prepare-wrilten arguments inTesponse . -

to these findings and recommendations..:

. The contractar s also-given the right to .
request;oral arguments before the. . ...
decision-maker. These changes are.

- - intended to reflect the fact that maroh -n.

_ decisions are policy: as weil as. faotual
. decisions:, .

.. Section 401, 6(]] follows the prmcrple .
aof OMB Circular A-124 in requu"mg that |

march-in determmatlons be held in -

" abeyance pending the exhaustion ‘'of all”
.~ appeals. Previously 35 U.S.C..203 did not-

cover this question. As amended, it now
“requires.twa of the four categories.of .
e held in abeyance until

’ precil.{de extendmg this requlrement, as
An the part, to. all categomea of march— =
ins. L

' . -_Sectron 401 7 Sma!l busmess
preference. -, : :

Seotlon 401.7,'in. combmatlon thh

. new language at.paragraph (k)(4} of the

~ . clauses at §401.14, implemenits the iew”

L ‘_"‘requ:rement of amended-35 U.S.C..

202(c)(7) that fundmg agreements w1th
nonproﬁt orgamzetmns contain . -
.provigions to; effe(.tuate a reqmrement

| that except whete it ) proves .infeasible ~

.after a réasonable’inquiry that a -
preferencein the hoensmg of subject -
_inventions'shall be given to small’
business: fitma, We enooulage oomments
.on. these provisions. - -
It should bé noted that there has been

_'dn inadvertent typographmal error in the _

. language of amended 35 U.8.C. :
+.-202{c)(7)(D) and that the words: “g
‘prefererice” should have been inserted:

between “inquiry,” and “in the heensmg ::

et Onr nmplementatlon of this. .
provision is based on.the intended .

. language, since withont it the- olause. at

best, would be ambignous.. " .
We have attempted to develop a8

X provision that will meet the-objectives. -

of the statute without. interjeciing.

. decisions of nonprofit contragiors. The
-clause language and section 401.7

" .implement the preference in two-ways,

First, nonprofit organizations are. -
- required to make reasonible efforts. -

.. -unider.the circumstances. to attract small--._-
e ,busmess licensees. The regulations- .. -
o+ recognize. that in aome cages the nature

" of the' development-efforis may preclide:

seeking small business licensees. On the
~ other hand,:this will not always be the -

*..case, abd; the: oontracto_r_would be .

* firms. If no other medng are availabl

‘those subject invéntions that ‘may

.. with university organizations such as
" ithe Soclety of University Patent

: expected to undertake efforts"t "seek

small business licenses. It is:aot
possible to. say exactly. what these

.efforts should consist of, but.we would: -
. expect nonproflt orgamzatlons 1o’ enigire -
that their efforts 16 promote inventions *

are not exclusively focused on larger
perhaps, in selécted cases, a notice in a
suitable trade journal might be :

satisfactory. We-also think it is: probably ,‘

unreasorable and unrealistic. for- .

_nionprofit organizations to be'aware of.-

the interests and capabilities of sinall . -

"businesses, especially those which they
~ have not previously dealt withand.
.. which-are not otherwise well: known. ‘

Established small businesses.that have
an interest in developing university. .
technology should let their interests .be- -
known to research universities and B
centers, particularly any local
universitiés or centers, i
The speelfw preference: reqmred by
the ¢lause is modeled after the language

" at 35 U.S.C: 200{c}{3) which requires @ -

preference for small business firms in -
Government licensing programs Thls
appears to be consistent with -
Congressional intent as set forth in"

Senator Dole’s statement at p. $14142 ot :
- .the Ootober 10,'1984; Congressxonal '
‘Record. : :
The eleuse language and seotion 401 7

- provide that the-Assistant Secretary of
“Commerce for Productivity, Techrology,
- and Inngvation will provide a forum'to -

consider small businesses complﬂmts

that a particular contractor is not _
meeting his obligations under the clause. -

However, only;an informal procedure is
established. The Assistant Secretary
will initiate further investigation.and ~

discussions with a particular; institution. -

when it appears warranted. Formal
hearings and the like are ot ' .
contemplated. In no event will the

Assistant Secretary become involved in-
the negotiation of specific licenses or in;

attempts to have specific licenses

range of its program end not just on-

eminaté from the support of a smgle

" agency. However, the Department W1ll
_coordinate its activities in this area with -
the:Small Business Administration and;-
. as warranted, appropriate agencies. For--

example; if the complaint stems from: the
activities-of a contractor operating &°

agericy will be consulted. The
Department also’ anticipates workmg

- compliance with the requlrements of:
.. these prov;sxons e

Administrators-and the Coniﬁiittee on .

Government Relations to foster -

Section 401.8 . Reportmg on utzhzat;on

. of subject invéntions.

" Section 201. 8 generally follows part 10 _‘

- " of OMB Circular A~124. However,

subparagraph (b) has been revised to -

reflect changés made by Pub. L. 93—620. '_ L

Marklng of data is not required and: -
agencies must protect all utilization * ~
information, since amended 35 U.S.C.

202[(:}(5) has estahhshed an abscliute B
~requirement for confidentiality and a'se- - .

called "“(b)(3)" exemption under the.

_ Freedom of Information Act. Section
'401.8 Tequires that the revised:

requirement be also appliedto-
information collected under funding -

. _' " agreements predatmg the new Part 401. .
. Seition 401; 9 Retent;an af rfghts by

mtfentar. f

Section 401 9 eubstantlally followsl

o :part 11 of OMB ClI‘C‘lIl&I‘ A=124. .

Section 401 10 Govemment ass:gnment
to contractor of rights in invention of
govemment employee.

' Section 401.10 subetantm]ly follows
.;part 12 of OMB.Circular A-123, but- . L
‘some wording changes have beenmade .. -~ - .

to-further clarify that contractor rights in -~

‘the invention are subject-only to the = = =
" ~conditions in-the standard pstent rights

‘clause that was included in the funding
agréement. Agencies exerois'ihg:th_e L
authority of 35 U.5.C.-202{e) to assign -

the riglits of the agency derived through
an agency employee co-inventor to the
contractor sre not to condltlon such an -

‘assighment with additional terms "

beyond those specified in the stetute

. and apphcable patent rights clause that _
was, mc.luded in the funding agreement. oo

; 3Sect10r1 401 11
terminated and. renegotlated Wehave *
.. not assigned this review function to-the .
individual egency, since we ‘believe that -
any review of the contractor's lieenein'g- o
- % efforts. will have to focus on the fu]l'
.- .agencies or this Department into. the - o
- individual licerising negotiations and. - -

Appeals. )
Sectlon 40111 suhstanually follows

part 14 of OMB Circular A-124, Because :

of certain revisions fo the march-in .~/

—-_procedures discussed above which are,
" cross-referenced in this section, there -
-.are minor differences between the -

K . appeals procedures in the proposed.

regulation and those now prescribed ‘by '

" 'the'OMB Circular. As provided at ~ !
“section’401.1(h), these procedures will :
'apply to actions initiated under earher

' ‘fundmg agreements _ ‘ .

© . Section 401,12 Licensmg af

. Government-owned facility, the fl_mdmg bac:kgmund potem nghts to th:rd
. parties. . s T

Section. 4(]1 12 eubstant:al!y followe 7

pert 15 of OMB Cu‘oular A-124:
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Section'401.13 is, in'part, derived from_ }
pait16 of OMB Circular: A—124 but also -

. containg mew materlal

: change to. section 401.5(e) drscussed

Section 401.18(a] substanttally follows;--

part 16.¢..of the OMB Circular. However,
part 16.a. has been eliminated since the

- subject matter is covered-in the clauses

-~ Bection 401:13(b}, coupled mth the

earlier, further emphasrzes that-annual .’

or.other penodtc listing of subject -

inventions, except.at close-out of the -

subject inventions. Since.these .

limitations.are included in many -

- outstanding’ fundmg agreements which

- allow dgenciés 10 waive them, the -~
- ‘proposed language advises: agenctes to:
- normally make siich waivers. This is. " -

. .- ¢ongistent with the: leglslatlve hiatory of
- the'bill, as reflected in Senator Dole’s.
.-answer at 514142, Congressional Record ...

October 10; 1984, wfnch indicates that

agencies are expected to grant such
waivers liberally. : .
Section 401,13(d) estabhshes
requirements for agencies to treat
certain contractor informationona .
‘confidential basis, It cross-refereiices -

langiiage in the standard clause that is
based on-part 9.of OMB Circular-A-124. .

While modified, we believe thatin.:

combmatmn with the clanse language
this section is substantially the same as.
part 9. of the OMB Circular... L

‘Section 401, 14 Standard clauges G

Section 401.14(a) contains the Basic.

‘. sed in most ct - <
clause to be used in most contracts with * and nuclear v weapons. This provision -

) orgamzatlons Section 401, 14[b) contamsh ' would rlot come into: effect, of course_. l.f '

“a stahdard clause:for use in sttuatrons

small businesses and nonprofit.

. when the. Department of Energy

- 202(a){iv);

exércises the exceptlon at 35 U. S C

‘The claus

 follows the ¢lause at Attachment A of -

changss: ...
- 1. The defmltmns of "1nventlcn and

“subject invention” have been. rewsed to
" conform to. statutory changes.:

2. The petiod for.election-of rlghts‘ ini:
paragraph (c)(2) has beenlengthened to
2 years to conform to statutory chariges.:

. maintain ceftain-records in confidence: -
" dg requ1red by 35 U.S.C. 205 and the' -

. Presidént's: Memorandum 6f Febriary -
at §.401.14, Part 16,b. has been dropped . o

- singe the Federal Procurement

.- Regulations (FPR)reference are :

.. obsolete-and’ do not. appear to. haVe any* -
) -oounterparts in-the FAR. - -

© 18, 1983, on Governmerit-Patent Pohcy

" conform to.the:amendment of 35 11.S.C.

" However, ‘pending such waiver, this

at § 401 14{&} substantlallyl

2f - 3, The: penod for frhng after: electton
-*has’been-reduced from two years-to- one .
- year because of the exlended electlon

period.

4. Subparagraphs [4} and [5] have
been added to paragraph (e} which -
réflect the obligations of the agency to

We believe it will be helpful to both :

6. Paragraph tk). the’ spemal

= provisionsfor centracts with nonprcflt -
. funding’ agreement ig ot to be imposed -
--on contractors. - -

Section 401:13(c) reflects Pub L 98— n
© 620 elimination of two limitaticns on the . .
~ conditions under which nonprofit T
. organizations may license or assign’

organizations, has been revised to -

202(c)(7}. Most of these changes are -
simply deletions of conditions that were

. removed by the amendment. However
T paragraph {k}{4) unplements the new

statutory language on small'business " °

_ preferences and we would encourage o
s comments on thig proposal..-- -~

~The clause at § 401.14(b) is designed

: Zto be‘used by.the:Department of Energy-
:-in those cases'in-'which'it éxercises 35 -
= U.S.C. 202[3][1v] The gtandard. clause at:-

. §401.14(a) s prescmbed w1th two mam Department of Commerce has cert:fied

. to the Small Business Admuustratron o
- tht this rule will not: have a substantlal "

" ecofiomic impact ona. substanttal i
. number of small entities. However, for

changes, L
- First, paragraph () is: amended to' .

*create a two tier system. Inventtons <
- - falling inder the naval nuclear:-:
" propulsion and nuclear weapons
"¢ programs of DOE will be subject to: :
 deferred determinations. Those that fall
outside the programs will belong to the'
_.contractor itnder the standard clause
- ‘provisions if the contract elects title. .
 And a procedure is established for-
* determining under which: category
" individual inventions fall. -

Second, paragraph () has been

- amended to guarantee the contractor an

* - exclusive license in inventions to which _
* the Government obtains title in:fields of

- use’outside of naval miclear propulston '

DOE:waives:its right to ‘obtain title.

should provide the contractor with the -

_ ability.and incentive to attempt'ta .

commerclallze promising inventtons

it  Section 401.15 Deferred - .
“OMB Clrcular A-124 thh the followxng o ' :

determmatmns s .
. Settion: 401 ‘15 1s new and contarns

.. guidance and procedures for the'.
» handling. of car IR
 greater rlghts in thoge cases when ongé of o .
" new Chapter [V to title 37-of the Code of_
- Federal Regulatlons consmtmg at: thls :

tractor requests for

the exceptions at 35.U8.C. 202[a} hag'

requrres that in most instances: when an’

contractor and agency personnglif: these o
* " obligations are cleatly spelled out in the -
. contract document; T
" 5.'Thelasi:senténce of peragraph {h}
- has héen-anended. to conform to the:
o ;revrslon of 35 U.SIC: 202{c){5).

: Appltcablhty of E O 12291

- major rule as defined in Executive: Order
" | 12281.Its purposes, objectives; and = <
" basic substance are the same as OMB
" Circular A-124 which 'was not o
" considéred a major fule. Nevertheless a’
. regulatory impact analysis was prepared :

A-124

" concerns in‘areas of high technology. . . .
 that deal with the Government, the - .
- proposed regulatron, hke OMEB Clrcular .

. List of Subjects in 37 CFR Ch IV

‘ Orgamzatxons. Small, busmess firms

‘been applied: As noted earlier § 401 S(b] _

exceptxon is used that the contractor be 1
- allowed at least the rightto request -
“.greater rights. The proposed procedures
- are intended to foster the expeditious. " -
’ 'handllng of thése requestsin a'manner - *
" that is consistent-with the reasons- -
" behind the original apphcatlon of i v

exdeption and the: pohcres ‘and

o objectives of 35 U.5,€, 200. We. - -
.. encourage comments on these proposed a
o procedures. ;

This prcposed rule is not constdered a’

for that rule which concluded that itd
beriefits substantially outweighed any

. costs and that there'should be'a net cost'

savings, That contifiuies to be true.” |
Several years experience have now
borne this out. Thig regulation adds no
new paperwork burdens, and, in-fact; i

: reduces certain-paperwork requtrements; I

of the current FAR snd OMB Clrcular

- The’ General Counsel of the

these lumted number of small busines '

A-124, ' makes it easier for small..
business flrms to partlclpete m. -
Government R&D programs-by. -
guaranteeing the protection of thelr

- intellectual property “The- small busmess}r'_."
: preference prov1s|ons in'§ 4017 and the -~
- clauses at § 401,14 should also prove of R
 benefit to the limitéd number 6f small

- businesses.that may-be 1nterested in .

- obtaining hcenses to umverslty
' techno]ogy

Inventlons, Patents, Nonproflt

Dated: Msrch 28 1935
D Bruce Memﬁeld ;

" Assistant Secre.taty for Pmduchwty, N
: Technology ond Innavatron

Accordmgly. lt is proposed to add :}

trme ‘of Part 401 to read -as follows:”
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CHAPTEH W--ASSISTANT SECRETARY

FOR PRODUCTIVITY, TECHNOLOGY AND

INNOVATION; DEPAFIT ENT OF
COMMERCE =

PART 401--HIGHTS TO INVENTEONS

- MADE BY NONPROFIT -~ - = -
ORGARNIZATIONS:AND SMALL
_-BUSINESS FIRMS:UNDER. . '
GOVERNMENT GRANTS; CONTHACTS,
AND COOPEFIATIVE AGREEMENTS

. Sec

400.1° Scope )

401.2 Definitions. - ‘ L

401 3 Useof the Standard Clauses at
TUU§ 40140 ' S

4014 Contractor appeals of exceptmns R

4015 Modification and tailoring of clauses.

- 4016 - Exércise of march-in.rights:
. 4017 Small business preference. .
"401.8 -Reporting.on uti hzahon of sublec!
invéntions. b .

*.401.9: Réténtion of tights by contractor

employee inventar.
401,10~ Governmerit. assxgnment to

.. dontractcr of rights in.invention of
" goveriment: empluyee. :

40111 Appeals.: ;

401,12 ‘Licensing, of b;ickground patent rlghts :

to: third parties. -
40113
‘clauses. - B P
- 401,14 Standard clauses L
401 15 Deferred determmatlcms

! Authonty 35 U.S.C.. 206.and the delegation
- of authority by the Secretary of Commerce to.
- the' Assistant'Secretary for Productlwty. ]

Tech.nclogy and ]nnovatmn at’ seehon 3{g} of ’

" DOO10-1.
§4u1.1' Sco
(a) This par 1mplements a5 U8, C
202-204 and i plicable to all Federal

~ agencies. Tt apphes to-all funchng
agreements with small business firms .
and nonprofit organizations executed
after the-effective date of this'part, '
except for a funding agreement made -

“primarily for.educational purposes. In
‘accordance with 35 US.C. 212n6 "
scholarship; fellowship, training grant, -
or other funding agreement made by a
Federal agency primarily to-an awardee:
for educatlonal purposes’ will contain

. any provision giviiig the Federal agency :

‘any rights to'inventions made by the -
. awardee. .. - s
{b) The “march-in” and appeals _
procedures in-§§ 401.6 and 401.11 shall .
apply with respect to any march-in or,

appeal: proceedlng initiated after; the.

effective data of this part, andera . . ..".

funding agreement subject to-chapter18 -
of; ‘utle 35, 1.8, C even if the fundmg s

funding agreement for,the’ aper&tldn ofa,

Govermnenbowned famhty- vhich is in- -

mlmstratlén of patent rkghts R

. allpeated under arrangements. for.useo

the pro\rlsmns requn'ed by §-401. 3Ea]

unless-the Agency determines.-that ane.. -
of the-exceptions.at 35 U.8.C. 202(ali)- - -
(iv) (§ 401.3(a)(1)—(4] of this partfis. .-~

applicable and will be apphed i the

exception at § 401. 3(a)(4) is determmed.;'
to be applicable, the funding agreement ..

will be promptly.amended to include the
provisions required by § 401.3(b).

{d) This regulation supercedes OMB
Circular A-~124 and shall take. :

precedence aver any agency regulatiohs, '

including regulations issued under the
FAR system, which are.inconsistent .
with it. Existing agency regulations,

" including these-under the:FAR systenn, -

shall be promptly amended to conform
to this part and amended Chapter 18 of
title 35. No deviations: from this ‘

' regulation or the clauses pre_scnbed' it
"~ shall be. made except with the approval. -
" | of the Assistant Secretary. Regulations. . .

supplementing this part shall be
submitted to.the Assistant Secretary for

" review for consistency thh thrs part

prior to their issuance. .

() In the event an agency has -
outstanding prime funding agreements
that do not contain patent flow-down -
provisions consistent with this partor: -
earlier OFPP regulations (OMB Circular

_A-124 or OMB Bulletin 81~22), the
agency shall take appropriate action to. -

ensura-that small business firms or:
nonprofit organizations that are
subcontractors under any such
agreements and that recetved their

subcontracts after July ¢, 1981, receiu_r_ef o
rights in. their subject inventions. that are -
consistent with chapter 18 and- this part, -

(f) This pari is.net intended to apply

to arrangements under which nonprofit .
- organizations, small business firms; or .

§401 2 De\ﬂniilons R

As used in this part—-—- = -

(a) The term "funding. agreement" )
means.any confact, grant, of, cooperatme_ o
agreement entered into between any.
Federal agency, other than the .~
Tennessee Valley Autherity, and aih'}"."
contragtor for the performance of
experimental, developmental or

-research work funded in whole oy in..

part by the Federal Government, This - .
term also includes any assignment,

" substitution of parties, or subcontraci of .

‘. any type entered into for the .
performance of experimental, .’

developmiental, or research work under ‘
a funding agreement as defined in the'
first sentence of this paragraph L
{b) The term "contractor” means any.
person, small business firm or nonproflt :
organization which is & party. to a -
funding agreement. . .
(¢} The term “mventmn means any
invention or dlscovery which is or may
be patentable or‘'otherwise protectable
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 . $. (: 2321 et

" seq.).

(d) 'I'he term “sublect mventwn
means any invention of a contrastor

. conceived or first detually reduced to.

practice in the performance of work
under a funding dgreement;: provided
that in the case of a variety of piant the

" date of determination {as defined in

others are allowed to use Government~ -

_ owned research facilities:and normal’
- technical assistance provided tc users of.* ‘
" . those famhtles, whether on a-, =
" reimbursable of nonre:mbursab]e bas:s
" Such.arrangements are not considered - -

“funding agreements” as.defined at 35
U.S.C. 201{b} and § 401.2{a} of this part. -

section 41{d) of the Plant Variety
Protection Aet, 7 U.8.C. 2401{d)} must
also occur during’ the penod of ccmtract
performance. -

(&) The term’ “prachcal aplecatmn
means to manufactute inthe case’ofa
composition or: product to practice in
the case of a process ormethod, oria

.. operaté in'the case of a machine or -

system; and, in each case, undersuch
conditions as to 'establish that the

. invention is being utilized and: that its

- benefits are to the extent permitted by :

However; if:such facilities are. operated - .

by nonprofit organizations or small .. -

business firms-and. if an employee of the .
' Uperétor is a co-inventor (along with-a.

user’s employee) or a sole inventor, then
chapter 18.and this regulation will . }
govern. the rights. of the operator in the .
invention as-derived. through it ,
employee-inventor. It is therefore.
advisable,.and espemally so.if .

. collaborative research.is contemplated
. for the-user; the:operator,.and:the..

agency to rpach’advatice agreement.on;
how rights-to:inventieng will-be: .1

Government-owned facilities being -
operated by nonprofit orgamzatmns or-
small business firms.: . e i

law or Government regulations’

_available to th° pubhc on reasonabie
- terms.

ton

(f} The term “made" when used in:
relation to any invention means the o
conception or first actual reductxon to:
practice of such invention. T TR

(g) The term “small busineas fmn- s
meang'a'small business eoncerit as:

. defined-at Section 2 of Pub. L 85536 [15

* U.SiC. 632} and implementing.:

'regulat:ons of the: Administrator- of the o
. Small Business Administration. Forthe .

.- purposes. of this:part;,-the size standards-

. for:small businéss concerns: mvo!ved in
©. Government procurement and: =1

. subcontracting:at 13 CFR-121.3+-8: and

e 121,312, respectively;: will be ised:
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(h] The term “ncnproﬂt orgamzatmn _
means iiniversities and. otherinsti s
of higher education:or an organization of
the type described in section 501{c)(3) of -
. the Internal Reveniue Code of : 1954 (26-

U.S.C. 501{c) and. exempt; from: taxatmn
-under section 501(a) of the Internal. ,
- Revehué Code (28.U. S. G 501(a)] or eny
- nonprofit scientific ucational.:
orgamzatron ualifie under a gtate:

_ ‘means the Assistant Secretary of
. Commerce for Productivity. 'I‘echno,ogy.
Tand Innov‘ o or hls or, her desagnee :

_ Wthh ted to the use'of the, except:on o
‘For example. ifthe justlficatrcn relates =
‘to-a’ patticular field of usé or market, the:

“clause mlght be modified along lines’

similar to those described in § 401: ‘14(b]
In any event, the clause should provide

~ the contractor with-an opportunity-to -

. (¢} When a funding agreement

-mvolves a series of separate task orders.‘.'-'"
" an agency may-apply the exceptions et

§ 401.3(a)(2} or/(3} to individual task-

the clauses at:either § 401.14(a)or (b)

-are applitablé to the remainder of the -

work. Agencies aréavthorized to - -

* negotiate such modified previslons w1th
respect to task orders addedtoa -
« funding agreement after lts 1mt1al
--award. .

“(d). Before utlhzmg any of the i

: exceptions in paragraph (a) the agency
" shall prepare a written determination, ~
*.- including a'statement of facts’ suppoiting -

. the: determination, that the condltmns .

B States oris subject to the contr i

: forelgn Governiment; or.- o
(2} in exceptional’ cxrcumatances
it is determined by the agency that
restriction’ Orehmmatlon of tfhe rlght
" retain- hl’le to ny sub]ec

' States Codeior - ..

- [3) whenitis: determmed by a
~Government authority’ Wthh is

- authotized by statute or executive: order

-"to coriduct foreign’ intelligence or-
" -counterintelligence activities that the ="
restriction or elimination’of the rightté "
rétain’ title 0’ any subject inventionis

_- necessary to protect the aecurlty of auch
: actmtles, O -

(4) when the funding agreement :
““includes:the gperation of a Government- :
- owned, contractor-operated facility- of

" - the Department of Energy primarily: -

dedicated to that Department’s navel

" nuclear propulsmn or weapons; reiated

N programs, o

‘{b) Wheri-the D Iepartment of Energy

- éxercises theexception at § 401 3[3){4). :

it shall use the clause prescribed at . .- ..
- § 401.14{b) . with such-modification and. .

-tailoring as:authorized or.required . .-

- elsewhere in this'part. Whén'any agency -
- ‘exercises the.-exceptions at § 401.3{a)(2) .
-~ or (3}, it shall use the standard clause at.

'as are. necessary to address the -~ ..
exceptmnal circumstances or concerns

T gam 3(a)(3), the agency shall also: "
.- provide copies:of-each determmatmn. i
~'statement of fact-and-analysis:to: -
Assistant Secretary. These shall be sent i
. the agernicy
- guch’ longer time a8 an agency may;
- specifyin its regulations. The™

< identified in the’ exceptmn exist.In
‘cases when'$ 401:3(a)(2) is used the

determination-shall also include-an- :
analysis justifying the determlnation
This analysis should addregs with -

will better- achieve the ob)ectwes set.

- forth.in 35 U.S.C. 200, A copy of each .-

o determination; statement of facts, and, if '
- -of the contractor, the funding agreemén

" applicable, analysis shall be promptly

" provided to the contractor or -
' prospectlve confractor.” -

(&) Except for- determlnatlons under

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
agreement is with'a small business firm. - -
hiead of the agency orby an ‘official:
‘the agency: des:gnated by the head of
i the agency who is at & level above th

(f) To assist the Comptroller General -

of the United States.to azcomplish hisior
i lier responeibilitie‘s urider 35 US.E. 202 _
. each Federal'agency that entérs into* any .
** funding agreements with nonprofit -

organizdtions or small business firms
- shall accumulate and, at the request of
the Comptroller General, provide the -

: Comptroller Generat or his or-her du_ly
:-authorized representative the total
- .niimber of prime agreements entered

into with small business firms or-
. nonprofit organxzatlons that contam the~

- patent rights clause in this part or under
*§ 401.14{a) with only such modlﬁcatlons

OMB Cireular A~124 for each pemod of

--‘-r.-_October 1 through September 30,
beginning with October1,1982, ="

" githera: small busmess fu‘m or. a

reason to question the sta,tua of th
.. prospective contractoras a:small
receive greater rights in accordance w1th :
'the procedures at § 401.15. R

i prospettive contractor tofurnish-
1 “evidence to‘establish its status'as’a
-arders; and it may- structure the’ contrectj B
i go-thatmodified patent rights provisions -

" will apply-to.the task order-even’ thcugh o §401.4 contractor appeal o excef

* contractor believés that a determmanon-_"' R
' is either confrary to.the policies’ and )
- objectives of this chapter or constxtut

* Paragraph {b) of thissection speclr ies’
the procedures to be followed by
.coritractors and agencies’ in such caees.

- The assértion of such a’claim by the

. contractor shall not'be used-as a basm L

v for w1thhoidmg or delaying the award of:"_

. & funding dgreement orfor suspendmg -
- performarice under an’'award: However,

:-specificity how-the- alternate prowstons ;EEPendlﬂS fmal I‘ESUI“UOH f the cla

° : ameéndment'made retroactive to the: "'
- effective dateé of t e-’fundmg agreemient.

- determination’by providing written
- notice to*thé’ ‘Agency within 30 work ng .

. identify the basis for the‘appeal..

*; the notice raises a genuine dispute over-
- the material facts, the head of the :

requ1red by an agency to oert,tfy }iat'lt:ls

busmess fmn or. nonprof:t organ_'
statué :e questmned or reqmre ‘the

nonprcflt orgamzatmn

(a) In accordance with 35U S. C.

~.202(b){4) a contractor has the rlght to an .
- administrative review of a-

determinatton o vise: one of th

an abuse of discretion by the #gericy.

but ahou]d the ﬁnal dectsmn be in fi v

will be amended accordingly. énd.

‘(b)(2) A’ coittractor may. appeal

days from the time it receivis copy’ oi_' L
'y determmanon, or within """

contractor's notice should: spec:ftcally

{2) The appeat shall be decided b the o

person who' made ‘the deterinination. If

agency or the designee shall undertake
or refer the matter for fact-finding.

{3) Fact-finding shall be conducted in
accordance with:procedures estabhshed

.- by the agency. Such procediires shall be L

as informal as practicable and be

. consistent with principles of

fundamental fairness; The' procedures

" should'afford the contractor the

opportunity to-appear with counsel, -

-~ submit documentary ev1denoe. preeent




' finding shall, P é,pane written findings of .
~ fact and transmit them to. the head of the

" ‘working days from-the
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wrtnesses and cunfront such DErsons as.
the agency may present. A franscribed
record shall be. made and shall be.

available at cost to the.contractor upon .
_ - Tequest. The requirement fora = .

- transcribed record may be waived by
- mutual agreement of. the contractor and

the agency.

{4). The offi conductmg the fact- .

agency or designee promplly after the
conclusion 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: [dssignee or exclusive -
licensee) by.registered or. certified mail...
(5) Fact-finding should be completed
within 45 workmg days from the date .

the ¢ ageney, rerervcs the contractor 5

written'notice. . .

(6) When fact-finding has been .
conducted, the head of the agency or
desrgnee ‘shall base his.or her declsxon
on the: facts found, together with any

agency officials or any other information.

Jin the administrative record. I cages

referred for fact-finding the agency head
or the designée may reject only those.

facts'that have been found that are -~
clearly erfoneous and the agency head

- . or the designee may. hear dral. arguments
-afterfact: finding provrded that the™ -~

contractor or contractor's. attorney or.
representatlve is present and given an
opportunity to make its own argummients
and rebuttal. The desision of thie agency -
head or the desrgnee shall be in writing

and.include an explaxiation of the basis -

of thé-decision if it is unfavorable fo the

‘contractor. The décision of the” agency'

or designee shall be niade within 30
working days after fact:fi inding or, if
there:was no fact-finding, within 45"

dgate the agency ’

- received the contractor 8. WE‘lttEIl notlce

§ 401.5 Modlﬂcaﬂon and tai!oring of
clauses -

- {a) Aﬂenoles should. complete the

blank i in.paragraph (g}(2) of the clausec, s
at § 401,14 in accordance - with'theirown. -

or applicable GOvel"nment'—wide
regulations:such ag: the Federal
Acquisition Regulation.,. .
(bl Agenmes should: complete
paragraphi(L); “Communications”, at the
end of the clauses.at §.401:14 by o
designating‘a central point-of. contact for
commumcatmns on:matters: relatmg to

. the: clause‘ Addltxonal instructions.on:

communigationg may also be mcluded in..
paragraph (1), : : i

(c) Agencies may: replace the o
underlined words.and phrases.in the -
clauses at.§.401.14 with-those.. ;...
appropria the partxcular fundmg

. agreement.- For example,' contracts

ccu}d'he-replaced' by gran't, i
“gontractor’ by “grantee,” and
“contracting officer’” by "‘granis: offlcer

Depending on its use, “Federal agency

can be replaced either by the - ‘

_ identification of the ageney or by the -

speclflcanon of the particular c}ffme or-.

.. official within the agency..

{d)(1) When the agency: head: orduly
authorized designee determines at the -
time:of contracting with.a.small .
business firm: or nenprofit organization

- that it would be in the national interest -

I

. applicable treaty or international
agreement. For.example,.in some cases -
- exclusive licenses or even the -

* Government to sublicense foreign :
. Governments and international orgamzauons

_to-acquire-the right to sublicense- f_orelgn

Governments or- international:

organizations: pursuant to any eX:stmg " outofa fun ding agreement hstmg all

treaty orinternational agreement, a-

‘sentence may be added at the end of .
.. paragraph (b} of the. clauses at § 401 14

as follows: -
‘This license will mclude the nght of the ‘

pursuant to the following ireaties or . .

.- international agreements:
argument submitted Dby the confractor, -

The blank above should be completed
with the names. of applicable existing
treaties of international agreements,

" . agreements’of cooperation, memoranda

of understanding, or similar
arrangements.including military
agreements relating to weapons

development and production: The above -

language is.not intended to 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 forelgn Government

*or international organization may be for-
. additional rights beyond a license or - -

sublicense if so required by the

assighment of title-din the foreign country
involved: might be required. Agencies

. may also modify the language above to -

-, provide for the direct licensing by the

-+ gontractor of the foreign Govemment or
-7 international organization. -

{2} If the funding agreement is

expect_ed to:involve a series of changing:

tasks-over.an extended period of time,

- such as the typical funding agreement. -

.1 for the operation of a Government- -

- owned facility, the. followmg language :
... may-also-be.added: . i

The agency reserves the rrght to
unilaterally amend this' funding agreement to

identify specific treaties or international
- agreements entered into by the Gavernment .+

._'] -employees on location af the: facthty

+ . funded by the Governmentand®
- regardless of whether or not the 0

' after the effectwe. date of th:s fund’mg
" agreement pursuant to which the domtrestor-

shall grant the Government {or foreign . -

+ Governments or international organizations ..

desigiated by the Agency) with respect to
subject inventions.made after the date.of the. -

7 amendment those license or other righte -

which are necéssary for the Government to
meet its obligations to forergn Govemments ’
and international organizations under such

‘treaties or mlerna’honai agreements

{e) Agencres may add addmonal

“. subparagraphs toparagraph (flof the

. clauses at § 401.14 to require the
" contractor'to do: one or both of the .
- following:

(1) Provide a report pnor to the ciose-

subject mventlons or statmg that there

. were none.

(2] Provrde, upon request the frlmg

: date, serial number and title; a copy of
. the patent apphcatron, and patem

number and issue date for any sub;ect
invention in any couniry in which the
contractor has apphed for patents.

_{f) If the contract is with a nonprofit
organization and is for the operation.of

- & Government-owned facility the .
_following will be substituted for. .

- paragraph (k})(3) of the clause at Gl
_ § 401.14(a): : =

(3) After payment cf patenlmg costs,
hcensmg costs, payments-to inventors, and
other expenses incidental to the -, R

"administration of subject mventrons. the. -

balance of any royalties or income earned. .

. and retained by the contragtor during sny

fiscal year on subject inventions under this or

any successor coniract containing the same
Tequirément, up to any amount equal to five
percent of the budget of the facility for that -

*. fiscal year, shall be used by the eontractorfor
~ scientific research, development and - i
. education at the facility consistent’ mth the

research and development- mission and

; ob]ectwes of the facility, including activities ..
_ that increase the licensing potential of other

inventioris of the facility. If the balance

7 exceeds five percent, 75 percent of the exceés ’
“ above five percent shall be payed by the

contractor to the Treasury of the United -

- States and the remairiifig 25 percent shall: be

used: by the contracior enly for the same

.. purposes as described above. To:the extentit -
- provides the most.efficient technology L

transfer, the licensing of subject inventions
shall be administered by caniractor. .

- This paragraph shall not be used i m‘ o

contracts Tor the operation of or:

- performance of work atfacilitiesor -
- laboratories that ‘are not Goveriment-
- owned regardless of what' percentage of -

the work at the facility or laborafory-is

construction or‘equipping of the facility

~'was paid for.out of funds provrded by

the Government.:
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"~ §401.8. Exercise.of march-In rights:. oo o

- the opportunity to appear with cotinsel,

-+, submit documentary evidence, present

. witnesses and:confront such persons as,
-the'agency may.present: A trangcribed

(a)The fdllewmg procedures-shalt:-
.+ govern: the‘exerciseof the:marchzin -
.- rights of the-agencies set forth in:3

. U.8.C. 203 and. the clause:-at-§.401.14:

(b} Whenever aft -agemncy. receives. - i

' mformetlon that it believes might -

warrant the/exercise of: march-in: rlghts. ¥

‘before initiating any march-in- = -
proceedmg. it shall notify the- contractor
- in writing of the information and request

.informal written or ofal comments from - -

thé contradtoras well'ag information

relevant to the:matter: In‘the-absence-of* .

_any comments from the coritractor: -
within'30 days; the:agency may; at.its-
discretion proceed with the procedures
. -below. If a-comment:is received; :

whether or ot within 30°days, then the :

~'agency shall; within 80 days after it

_receives the-comment, gither lmtxete the
procedures below or nofify the *
contractor, irt 'writing, that it w1ll not’

. pursue march-in rights based on the

information abeut whleh the centractor :

wae notified.”
" (¢} A-miarehsin proceedmg sha!l be

_initiated by the i issuance.of a wriften: -

. notice by the agéncy to-the:contractor

applicable, stating that the agencyis
congidering the exercise of march«in".

. rights. The notice'shall state: ‘the | reasons-

for the-proposed:march-in.in terms . -

sufficient to.put-the contractor on notice’ -

of the facts: upon:which the:action’ woutd

" 'be based and:shall specify the field or:

. fields of use:in.which the:agency is. <
considerting requiring licensing. 'I‘he
notice shiall ‘advise'the contractor

" (assignee or.exclusive hcensee] ofiits~

rights, as set forth-in this section and in o

any supplémentat. agency. regulatmns. o
. The determination to.éxercise marchsin - .

rights shiall be made by ‘thé head of the -

- agency orhis or her'designee.

(d} Within 30 days after the recenpt of o
the written notice of march-in; the . .-

_ contractor {assignee of exclusive

. licensee} may submit in-person,iin

writing; o through a represen’cahve. '

mformat:on or argument in opposition- to'

" the proposed march-in, including any -
additional speciflc information whteh
raises 'a genume dlspute over-the

material facts:upon which the march-m w

. is based. If the information. presented
. raises a genmne dispute overthe -

material facts, the head of the agency-or -

disignee shall undertake or refer the
matter to another ofﬁmal for fact- --

; finding: B
() Fact-findmg shall be conducted i

accordance with the procedures-.
_established: by the agency..Such
procedures shall:be as informal.as
practicable. and be consistent with:-

- principles of fundamental fairness. 'I‘he ¥

“{assigriee or.exclusive licensee) by

_ contractor (assignee orexclusive
licensee).and: ‘agency representatWes

" determination on ‘the facts found,” -’
together with any other information and i
- wrilten or oral argumerits submitted: by. .

" gxclusive licensee) by certified or -
;. tegistered-mail within 90 days-afterth
- . completion of fact-finding or 90 days
- after-oral arguments, whichever is’ la-ter.: :
or-the-proceedings:witl be-déemedto

procedires- shou!d afford the: contractor-

record shall-be made and: shéll be:

available'at cost to'the'contrac 'r‘up‘on E

request. The requirement for'a’

- transcribed record may be: walved bv

. mutual’ agreement of the contractor and -
_ the.agency. Any’ portion-of. the march-in g
- proceeding; including &' faut-ﬁndmg

* hearing thatinvolves testimony or~ -~
-evidénce relating to-the' utilization’ ‘or :

' “effosts 4t obtaiiiing utilization‘that: re

- being made by the contractor, its:

"asgsigneé, or licensees shall be closed to

the public; including potential, hcensees.

- In acgordance with 35 U.S.C. 202[(:}(5}.

- agencies shall'not disclose any such. .

" information obtained during ‘a march- in
- proceeding'fo’  persons ‘outside the -

Goverimenf except when such telease

s autherized by the contractor [aesagnee
‘or licensee}.”

(fy The Ofﬁclal cﬂnductmg the fact-

- finding shéll prepare written findings’ of :

factdand transmit them to the hiead of the

" agency or designee’ promptly after the -

.' ing
and its assignee or exclugive hcensee. as conclusion of the fact-finding Pmc%d ng

along with' a recommended

determination: A copy of the findmgs of :

fact shall'bé gent-to the cofitractor -

registered or- certified mail. The

will be given 30 days to submit written’

. arguments to the head of the’ agency or
* - "desigriee; and; upon Tequest by the -

contractor oral ‘arguments will be- held

before the agency head or designee that.'
- will make the final determination.. = .

(8) In cases in. which fact-finding has

beer conducted; the head of the agency e

or'designee shall base-his orher -

thie contractor (assignee or’ exclusive

; llceusee] and agency’ representatlves.
-and any ether ififormation if'the
administrative-record. The cons:etency
- . of the exercise of march-in rights with:

the policy and objectives-of 35 U.S.C. "
260 shall also be considered. In cases’

referred for fact-finding, the head of the
_agency or designee may reject only
" those facts that have been found that _
are clearly erroneous: Written notice of

the defermination whether march-in -

rights will bé exercise shall be'made by .
the head of thé agency or de31gnee and-

sent to-the contractor {assignee or -

."and, for:that purpnse, fhe: term, y ‘
: Meontracior’ as usedin this sectxon shel]'

S

... of a.contract for the opération of @

- have been tefminated and thereafiefns . .

marchi<in based on-thé facts énd reasons . . .
- upon which the proceedmg was. mltlated;
- may be exercise. .. . - :

“{h) An agency may. at’ any tune, -
"terminate a march-in proceeding ifitig " - -
satisfied that it does not wishito ;
exercise arch-in rights: - .

(l) The pmcedures -of thls part ghall’.

. also apply to the'exercise of ntarch-in- -

nghts against inventors recéiving title: o
- subject inventions under’35:U.8.C. 202[d] e

be deemed to include the: mventor
" (i) An:agency-determination: -
unfaverable to the contractor. {a’sslgnee
.orexclusive licensee) shail be held in
abeyance pending the exhaustion.of: ‘.
appeals-or pehhons filed under 35 Us.C.
" 208(2)..
- [k) A,genmee are’ euthorlzed to Iasu ;
supplemental procediires nopt -
inconsistent with this-part.for th
conduct of march-m pmceedmgs

§ 401 ? Se\atl buslness preference. R
(a] Paragreph [k][4] of the cleuses at’
§ 401.14 implements the, small business..
 preferénce requirement of 35-U.8. C o
202{0}{7}(0) Contractarg are expe sted-to
use efforts that gre reasonable under the
circumstances to:attract’ sriall busmees
licensees. They are‘also expected; g
small business firmg that meet the’
standard out]med in tha: ciauee a

~ licenses; What ‘constitites reesoneble T
efforts to attract small busmess IR RES L
“licensees will vary with the . an
. circumstances and:the: nature, duratwn "
and expense of efforts needed to bring
“the invention to:the market...
(b) Small business firms- that‘beheve
nonprofit-organization is not meeting: iy
obligations | under the clause may repm:
-their concerns to the’ Asmstant '
Secretary. To the extent deemed.
- appropriate, the Assnstant Secretary w1ll
undertake informal investigation of the = .-
_contern, and, if appropriate, enter into. ., - -
discussions or negotialions. with the "~ | T
nonproflt organization to the end of . _
.improving its efforts in meetinggits: :-|. -
obhgatmns under the clause. However,
in no event will the Assistant Secretary'--
mtervene in negotlatmns or confractor .
" decisions | congerning the hcensmg of
spemflc subject invention. As
appropnete the mveshgatlons, L
discussions; andnegotlatm f ¢
. Asgistant Secretary will be ‘oord tia
with other agenties, incl ¢
. Buginess'Administra

Govemment—owned corniractor-operated
‘researchror proditction facility,:
Asswtant Secretary will. coordmate thh
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the agency resgonsrble for the famhty
" prior:to any discussions. or negotlattons
with: the contraetor S

& 401 8 Fteportlng on utltizatton of sublect
) 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 havethe right ta-
receive periodic reporis from the - . .
*.contractor on utilization of inventicns. :
- In accordance ‘with such-instructions as-.

= _ may.he issued'by the Department of . -

Commerce, agencies shall obtain such

information from their contractors."

- Pending such: instructions, agencies = -

- should not nnpose reportmg R

requtrements L R

{h) In accordance w1th 35 U.S. C
202fc)(5) arid the terms of the clauses at
§ 401.14, agencies ghall gal disclose s such
information to persons outside the’

' Government. Agenties should note: that
because of the amendment to 35.U.S.C.
2{)2[0)[5] the clauses. at: § 401.14:donot. .
require the contractor to mark the data .

.- .. as proprietary. This is a change from the

' elauseprescrlbed by OMB Circular A-
124 which requires the contractor to -
mark data if it wishes the.agency to-

- protectit, Agencies whlch obtain reports.
- onutilization of subject inventions made-.

under: fundmg agreements with the = -

s marking requirements. of the earlier - -
OMB:clause:shal} treat-thege reports in

- accordance with the provisions of ¥ -

amended 35 U:5.C. 202(c)(5) and' shall

- not require themto be marked in order

* to-afford them protection: The
- provisions of 35-U.8.C..202(c)(5), as- :
amended, shall-take precedence over the
conflicting language in the clause:

.- previgtsly prescribed by OMB Crreular
"AF124:Despiterthe lack of a formal’

| requirement for contiactors:to mark
reports on utllizatlon. ‘Contractors are
encouraged to include confidentiality -

- markings to'better ingure that’ thelr
reports will not be 1nadvertently

' released outmde the agency

8 401.9 Reteatlon of rights by contractor -
. emptoyee inventor. :

Agencles which’ allow an employee I
. ‘inveinior of the contraotor to fetain

rights'to a sub}ect invention made under'

" a funding agreement with a small_

business firin or nonploflt orgamzatlon ’

contractor, as authorized by 35 U.S,C..

202(d), will impose upon the inventor at
least those conditions that would apply :

to'a small business. firm. gontractor :

" under paragraphs (d)) (). and {iii);

10(4): (hy; (1] and (]] of the clause at
§ 401, 14[a)

~2086.

' § 401 10 Government assignment to

contractor of rights In Invention of
government employee. L :

In any case when a Federal employee
is a co-inventor of any invention made .

_under & funding agreement with a small. )

business firm or nonprofit organization.
and the Federal agency employlng such
co-inventor trensfers or reassigns the
right it has acquired in the subject

_inveéntion 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, but no

" others, as-apply to the contractor under .-

the patent rights clause of its fundng
agreement so that only one set.of

* . conditions apphes to the sub]eet

mvenhon

§401. 1 Appeats.

(a) The agency official initially.
authorized to take any of the following
actions shall provide the contractor with
a written statement of the basis for his. -.
or her action at the time the actionis-

‘taken; including any relevant facts that

were relied upon in taking the action.

“{1) A refusal to grant an extension
under paragraph [e](4] of the standard
clauses. '~

(@A request fora. conveyanoe of trtle
under paragraph {d] of the standard. .
clauaes .

" (3) A refusal’ to grant a waiver under
paragraph (i) of the standard clauses;

{9). A refusal to approve an .

‘asgignment: under, paragraph (k}(l} of the

standaid clauses.

(5) A refusal to grant an extengion of
. the exclusive license period under .

paragraph k. (2) of the clauses _
prescribed by either OMB eroular A~
124 or OMB Bulletin 81-22. .

{b) Each agency shall establish and
publish procedures under which any of..

.. the agency actions listed in paragraph.

{a) of this section may be appealed to .

" the head of the agency or designee..

Review at this level shall consider both
the factual and legal basis for the
actions and its consistency with the
palicy and ob]ectlves of 35 U.S. G 200«

(c} Appea]s procedures establrshed

under paragraph (b} of this section shall s

include adminisirative due process
procedures and standards for fact-.

finding at least comparable to thqae sef .
forth in § 401.6(e}-{g). whenever there is

a dispute as to the factual basis for.an- -
agency request for a conveyance of txtle
under paragraph d. of the standard
clauses, including any. d:spute as to

whether or-not.an invention is a sub]ect -
. invention..

(d) To the .exltent that any of the .

actions described in'paragraph {a} of . -
- this'section.are a_qu.ect,tp appeal under.

the Contraets Drspute Act/the ™ =
procedures under that Act will satisfy
the requirements of paragraphs (b) and
(c) of this section..
{e) As.used in this sectlon the, term

“standard clause:" means the cIauses of -,
§ 401.14 of this Part and the clauses
previeusly prescribed by either OMB
Circular A-124 or OMB Bulletin -81—22

§ 401 12 Llcensing of background patent

' rlghts to third parties.

{a) A fundmg agreement wrth a small
business firm.or.a-domestic nonprofit -
organization-will not contain a provmlon .
allowing a Federal agency to require the.’
licensing to third parties of inventions:
‘owned by the contractor that arenot -~
subject inventions unless such: provision
has been approved by the agency head .
and a.written justification has been
s1gned by the agency head. Any such
provisign 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 authorrty to approve such provisions
" or to sign the justification requrred for
. suoh provisions: .. .

(b}.A Federal agency w1ll not requlre

- the licensing of third parties-under any -
- vsuch 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 fo.. . -~

achieve practical application of the . .
subject invention or work oblect Any -
such determination will be-on the record”
after an opportunity for an agency
hearmg and the contractor.shall be:
given prompt notification of-the *.°
determination by certrfied or regrstered
mail, : S

‘§ 40113 Admlmstration of patent rights

clauses

(a) In the event a sub]ect mventlon is .
made under funding agreements of. more -

~ than one agency at the request.of the
,oontrac,tor or on their own initiative, the
"agencies shall designate one agency as-
-respon31ble for administration of the
. rights of the, Government in the )

‘ mventron

{b) Agencies shall not requlre yearly
or other periodic reports by contractors
listing subject inventions in any funding
agreements entered into after the: . -
effective-date of this Part. Close out
reports are authorized at § 401.5{e).

'{c) Agencies shal} promptly grant, ..

- . -unless there.is a signil’ieentjreason not - :
- to, a request by & nonprofit organization - - *
‘under paragraph k. (2) of the clauses. - 1. . -
: prescrxbed by either OMB Clrcular A=
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_ business concern as.defined.at. Sectmn 2: of :

_ tmplementmg regulat:ons of. the

124 or ‘OMB Bulletm 81—22 since 35 :
~H.8.C: -202(c){(7) has since been aniended..
" to eliminate the limitation'on'the - """

duration ‘of exclusive: licenses.’ Slmilarly.

unless there iga sugmfmant reasonnot
to, agencies. shall promptly approve an
assignmient by a nonprofit: orgamzatlon
to an organization which has as one of

its primary furictions’ the management of

inventions when a request for approval
has been necessitated under paragraph =

k. (1) of the clauses prescnbed by: either

OMB Circilar A=124 or'OMB Bulletin-

‘ , 81-22 because the patent management -
organization is engaged inorholdsa -
- substantial interest in othee e

orgamzatlens enga S
manufactire or sale of products or the
use of processes that might utilize the.”
invention or'be in competition with.

‘embodiments of the invention. As .

amended, 35 U.8:C. 202[::)[7} no ionger
contains this limitation: -

[d) Paragraph [e)[rl]-[ﬁ} of the clauses
at § 401.14 ‘obligates agencies to treat -
contractorinvention disclosures and

- other related documents'as donfldentlal
- These reqitirements wete in part 9 of
“OMB ercular A-124 and should also’ be

i agreements predatmg thls Part 401.' . ; .
§ 401,14 Standard patent rights: clauses ;

(a) The follnwmg is the standard ..

patent rights clapse to be used as .

specified in § 401 .3[3)

Patent Rxghts (Small Bustness Firms and o
Nonprofit Organizetmns) (Mar 1984)

(). Deflmtlons

(1],“[nventlon" rneans any mventlon or

discovery which is or may be patentable or-
otherwise protectable under Title 35 of the..

"United States Code, of any novel variety of .
plant which is or may.be protected under the r
Plant Var;ety Protectmn Act (7 U5.C 2321 el..

seq.). f
(2) "Sub]ect lnventmn means any .
invention of the contractor conceived or;first
actually reduced to practice in the
performance of work under this confract,
provided that in the case of a variety of plant,
the date of determination fas ‘definedin
section 41{d) of thie Pladt Vartety Protection -
Act, 7 U.5.C, 2401({d)) must also océyr dunng
the period of controct: perforrnance o

(3} “*Practical‘Application™ meanis to~

manufacture in the case of a compositionror,

product, to practice in the case of a process
or method, or to:operate in the case-of a

machine or system; and, in'esch-case, under ¥
such conditioris as to'establish thatthe =~ "~ °

invention is'beingutilized and that it

benefits-are, to the-extent permitted by Iaw or -
- Government regolations; available to the

public on reasonable terms,

.(4) “Made” when used i relatlon to’ any
invention means the. conception or first actusl
reduction to practice of such invention. -

“(5) “Small Buginess Firm'-means-a'small -

Pub. L. 85536 (15 U.8.€. 632) and -,

. Contractor. -

. within two months after the inventor &
discloses it in writing to-contractor personnel
‘responsible for patent matters. The disclosure :
to the agency shall be.in the form of a written:: -

'-Ac_imimstreto_r,_of the Sn;alltBusm‘ess BN

Administration: For:the purpose of this

clause; the size standards for 'small: busmese

_concerns involvedin Governmerit. - .

. procurement and subcontracting at 13- CFR

121.3-8 and 13.CFR: 121 3—12 respeetwely.

will beused. g
()] “Nenprofit Orgamzatlern" meens &

.umversity or other institution of higher

-education-or an organization of the type °

- described .in section-501(c)(3).of the. Internal -

Revenue Code of 1954 {26 U.S,C.'501(c)-and
exeinpt from taxation under section 501(a) of
the Internal Revenue Code (25 U.8.C.501(a)) .
or-any nonprofit scientific or educational |
organization quahfied under & state nonprofxt
organization statute.. -, :
- {b) Allocatien. of Pnnmpal R1ghts 8
The contractor may.retain the entu‘e nght
title, and interest throughiont 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 sontragtor retains:title; the- Federal T
Government shall have a-nonexclusive, ..+
nontransferable, irrevocable,: paid-up license .
to practice or have practiced for or on behalf -

of the United States the sub}eet mventlon
“ throughout the world:

(c) Invention disclosure,. Electmn of T1tle
"and Filing of Patent Apphcatlon by HRR

{1) The cantmctbr will dmclose eech
subject invention tg the Federal agency’”

report and shall identify. the contract under:

which.the invention was made afnd the .- - ; :'

inventor(s). It shall be sufficiently complete
in technical detail to convey a clear -
understanding to the extentknown'at.the.:

time or the disclosuye; of the nature, purposE. -

opetation, and the physical, chemical,

' " biological’or €lecirical characteristics of the -

invention. The disclosure shall also-identify
any publication, on sale or public use of the'.
invention and whether a manuserigt -

describing the invention has been submitted .

! for publication and; if so, whether it has’ been .
-. accepted for publication at the time of -

disclosure. In addition, after disclosure'to the -
agency, the conlractor will promptly notify +

the-agency. of the acceptance of any
manuscript describing the invention for ,
publication or of an’y on sale or- pubhc use
planned by the confractor. - :
* (2)'Thie coniractor will elect in writing- - -
whether or not to retain title to' any such .
invention by notifying the Federal agency’
within two years of disclosuie to the Federal
agency. However, in any-case where - = - -
publication; or sale.or public use has
initiated the one year statutory period
wherein valid patent protection can still: be

obtained in the United States; the period for.- -

election-of title may be shortened by the. -

- agency to a date that'is no'more than 60 daye -

prior to the end of the statutory-périod.- . -

(3) The contractor will file its initital patent’
. application on asubject invention to which it
elects to retain title within'one year:after -

election of title or, if earlier; priorto.the end -

of any statutory:period wherein valid: patent
.+ protectioncanbe. obtemed b: the United o

' use. 'I'he contmetor wﬂl file:

" subparagraphs {1) and (2]’ may, at the

" Federal agericy, upon written r
~-any subject invention<’

filed & patent.application-in:a country aft

* its receipt of the writteri requestof the”

_ corporate structure of which the conéract

- hag achieved'practical application;and

'States efter a pubhcatmn. on: saie. of: publ"‘ o

file: foretgn pafent apphcenons ‘where st
filing has been proh:btted by a Secrecy
Order. , '
(4} Requeste for extensmn of th ftlme fer -
disclosing and electing. ntle uncIel:

discretion of the agency, be granted. :
d)y COl’ldlf.lOIlB When the Gevemment._Mey
btain Title, = .
(1) The contractor wxll conve to the

(3)1f the contractor: fails to disclese.or elect
title to the subject invention within'the times .

" - gpecifiediin. {c} above. or elects not ta retam

titles i
(i in. those enuntnes ln whlch-the
contractos fails to file patent applications
within the times:gpecified in:(c)-above;:
provided; however, that if the Contractor

the times specified iri (c) above, bt prior o

Federal'agency, thé controctor
to retain title in that country. S
(iii) i any country in which the contmcto T
decides not to continuethe proseciition © :

any application for, to’ pay the: mamtenance
fees on, or defend in’ reexammauon or o
opposition ‘proceedi
subject invention.” :
(e) Minimum Rights to- Coritragior 4
Protection of thie Confroetor Right fo.Fi 3
(1) The controctor will retaina- ">~ 7 7
nonexclusive royalty-free’ license
the world in each subject hive :
the Government obtains fitle; except if'th
contractor fails to disélose the invenitio
within the times speclﬁed in(c), abov .
contractor's license extends to its domestlc .
subsidiary and affiliates, if any, within the:

all’ contmue 7

a party-and igcludes the rlght to grant; -
subhcenses of the saime scope, to'the: extent_
the contractor was legally obligate
‘at the time the confractor wag award
license i5 transferable only with the’ approval

- of the Federal agency except ‘when
. _transferred to the successor of that party of

the conirgctor's business to Wthl'l the :
invention pertains. ... . S
(2) the c:ontmctors domestw hcense may
be revoked or modified by the funding
Federal agency 1o the extent: necessary: to

_achieve expeditious praetlcal application: of-

sub;eet invention pursuant to-an appheatlo
for an exclusive license siibmitted in . o
accordance with applicablé provisions at 37
CFR Part 404. This license will not be '
revoked in that field'of ise or thew”
geographical areas if. which the con!ractor

continues to make the benefits of the
invention reasonably -atcessible 1o the pubhc

The license in any foreign country may be™ .~
revoked or modified.at the discretion ‘of thi
fundmg Federal agency to the extent the

- contractor, its licensees, or-thedomestie ™
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g suboldlanes or. ai"ﬁhates have falle(_l 10-..

license, the “fiiriding Federal agency will
« furnish the contrartor a writtefi figtive of its -

]
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. infention td revoke or modify the license, and

the contractor will be allowed thirty days {or -

. such other timig as .may be authorized by. the

- by the contractor ) after the notice to show

funding Federal agency for good cause shown .

caise why the license should not be revoked )

“with 36 U.S.C. 205 it will not disclose or

' regulanons in 37 CFR Part 404, concerning the

licensing of Government owned’ 1nventmns, k.

) any. decnslon CO! cemmg the remoahon or

modlfmatlon of the license.’
(4) The agency agrees that in accordance

release to third parties pursuant to requests
under-the Freedom of Information Act or-

- otherwisé copies of any document which the:

agericy, obtained under this clause whichis .

- part of an application:for patent with the us..

Patent and-Trademark-Office or any foreign

‘ patent office filed by the contractor (or 1ts

“elected to retain title..

assignees, licensees, or employees)-on a-
subject invention to which the contractor: has

(5) The agency agrees that in aoc.ordance

- with 35 U,5.C. 205 it will hot: disclose or

"release to third partles pursuant to requests

under the Freedom of Information Act or

- otherwise any.information submitted under . :

“the contmcior 1o
" any subject invention'in whick it has-elected ™

pc.ragraph {c), above; distlosing a.pubject
i i nable time in order for-
patent applicatien on -

of Tetaing the tight to elect fetention of title.

* For.purposes of this. paragraph a ressonable

tima -shall be the time diring which an initial
patent application may be_ filed under’

- paragraph (c) of this clause; provided, .

however, that the vgency may make
disclosiiré at its discretion if it finds that the

_ same ‘information has been prevmusly

 publighed by ﬂl.e mvontor. ‘coniracior,. or o

" - gtherviise,

this paragraph shall preclude the agancy -

(8) Nothmg i Bubparugmphs 4y and [o] of

publishing as part ol its regular tecimloal

_mformat!on dlssemmatmn programs

materigls descnbmg a sub)ect invention to.
the extent such materials wére provided as
part of a‘technical report or other g
submissioris of the contracter which were

- submittéd indefendently of the requu'ementa

- of this clause: However; if the cositragtor
~notifies the ggency that a particular report-or

" -submigsion contains a disclosure of a subjest

- “invention-td-which it has elected or may elect”
i+ title, the agency will dse-reasonable efforts to
- Testyict it publication of the material forat -

* least six months from:the date of its receipt of

- the report or subinission:oz; if earlier, until.

the contractor has filed:an initia patent

.- application. Meregver, nothing n -

N relevant to the- work being performed by

L Govemmemslnterest

‘subpsragraphs {4) and:(5} of this: paragraph

shall preclude, the agency from releasing the .-

documents described in those subparagraphs
to other contractors of the agency ona.
confidential basis if such documents are

those: contractors; -
{f) Contractor Actlon to Proteot lhe

_.those subject inventions to Which the -

":when the prime: award with-the:Federal:

. cooperative agreement), the agency,... - %
= _subcontrﬂctor, and. the contractor agreed that

(1) The contmcror agrees to execulg.or:to -

“have executed and promptly deliver to'the

Federa! agency all instruments necessary to
{i} establish or confirm the' nghts the -
Government has throughout the world i in -

contractor elects. to-retain title, and: {L;}

convey-title to. the Federal agericy. when BV

requested under paragraph-(d) above and. to-
enable the Government to obtain patént

" protection throughout the: wor!d in that

subject invention, = |
{2) Thie'contractor: agrees 1o requlre, by

+ wrilten‘agreement, its employees, other than
clerical and nontechnical emp!oyees, o -

disclose promptly in writing to perammel
identified as responsible for ihe - 3
administration of patent matters and na:
format suggested'by the contractor each. -

* subject invention made under contract.in. .
order that the ontractor can comply with the
disclosure provisions of paragraph () above..:

and to execute all papérs necessary to file

to establish the Government’s rights in the
subject inventione. This disclosure format "
should require, as a minimum, the- - .~ -
information required by (c){1), above. The -
contractor shall instruct such employeds

. through employee agreements or other -

suitable educational programs on:the
importance of reporting inventions in-.

 sufficient.time to permit the filing of patent o
eppllcatxona prlor to U S or forelgn statutory :

bara .
(3) The contmo*‘or wm not;fy the Feo‘eml
agency of any decisions net to continue the

prosecution of a patent: applmatlon‘ pay o
. . maintenance fees, or defendin & RENOR
" reexamination or opposition procesiing. ona’

phtent, in any couniry, not less:than thirty -
days before the expiration of the responde -
period required by the relevant-patent office. -

(4) The contractor agrees to include, within -
the spacification of any United States patent

applications and any patent issuing thereon -
covering a subjeet invention, the following - -
gtatement, “This invention was made with -
Government sapport under (identify the”

. gontract) awarded by (identify the Federal
agency), The Government has certam rlghts

in the invention.”
{8 Subcontracts. .

* (1) The contractor will mclude tins clause,
suitably madified to identify the partias, inall . .
~ subcontracts, regardlass of tier, for T

experimental, developmental ‘or research -
work to be performed by & -small; busmess

. . firm or domestic nonprofit organization: The’
subcontractor will retain all righté provided -

“for the contracter in this clause, and thew

. contractor will not, ag.part-of the:. -

- -gonsideration for awarding the- subcoutract. -

obtain rights in-the’ subcontaactor 8 sub]ect
inventiens. :. -

- {2) The contmctor w;ll mcluue in all olher
subcontracts. regardlesa of tier, for

. experimental, developmental or research’

work the patent tights clause required by

(eite section.of. agency ;mplementu.g

- regulations or FAR). - I
(3} In.the case of suboontracts. at. any t;er.

agency was & contract (but:not.a grant or

: this-paragraphis interided to ‘conferany. -

" data and j a

-, rgasonably specify The contractor also -

patent applications on subject inventions and -

“inventions in the United States unless such

N the mutual obhgahons of: the parties crvated
by this clause constitute'a conttact between

the subcontractor and thie Pederal. agency
withi respect to-the matters covered by the: -+
clause; provided, however,. that nothmg i

]unsdlchon under the Contract Disputes Act T
in connection with proceedmgs under :

- 'paragraph {j) of this clause;

:(h) Reporting on Utlhzataon of Sub}ect

* - Inventions.: - e
. ... The-contractor agreeés lo subrm! ori n,quesi T
. penodlc reports no.morie frequertly than

annually con the utilization of‘a subject -
invention-or pn gfforts at obtaining such.

*. utilization that are being made- by the -
: contmctor or its licefisees or assignees. Such o
' reports shall inglude mformahon regardmg o

the gtatus of development;
commercial sale or use, gross royalties.
received Uy the cofifragtor, ani such other

agrees (o provide additional réports.ag may.- - '
be requested by the agency in connection .
with any march-in progeeding: undertaken by

" the agency in accordance with paragraph (j) -
" of thia clausé. As required by 35 U.5.C

202(c)(5). the agency agrees:it will not
discloge such mformahon to persons outs:de

' the Governmerit,

(i) Preference for United States lnduslry

Notwithstanding any other provision of th:s
clause, the contractor agrees that neither it
nor aty assignee will grant to any person the -
exclusive l‘lght to use or sell any.subject "

person agrees that any products emhodymg
the subject invention or produced through the

" use of the Sub]ect inventions will be

manufattured substantially in the United o

" Staies. However, in/individual cases, the ™

requirement for such an agreement may be'
waived by the Federal agency upon'a

‘showing by the:contractor or its dgsignee that -

reasonable but unsuccessful efforts have
been made to grant licenses on ‘similar tefins
to potential licensees that would be likely to”

... manufacture sabstantially in the United

- States or that under the circumstances .
domestic manufacture is not comrnerclally
 feasible.’

(j) March-in Rights. T

The eontractor agrees that with respect to
any “subject invention in which it has required
title, the Federa! agency has the right i )
accordance with the procedures in 37 ‘CFR

4018 and any ‘supplemental regulations of the

dgeney to require the cortractor, an.assignee
or exclusive licensee of a subject.invention.to -

. grant & nonexclusive, partially exclusive, or

exclusive licanse inany fisld of use toa;

-responsible applicant or applicants., upon.
-terms that are reasonable under the.

clroumstances. and if the contractor,
assignee, or exclusive licensee refuses such a
request the Federal agency hag the right to
grant such a'license itselfif the Fedeml :

! agency determmes that: - e

{1)Such-agtion is neoessary because the -
contractor.or assignee has not-taken, oris not -

.. expected to take within:a reasonable llme.
+ -effective steps to -achiéve practical '. o
: apphcat:on of the sub]ect mventlon in such AR
 field of use. - i . TR
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p .
-{2) Such action is. nec’:esaary to allevia-le_ .
health or safety needs which are not-

. reaaonahly satisfied by the contractor.
.@ssignee or their licensees;

{8) Bugh action is necessary t to meet

" requirements for public use specified by
“Federal regulations-and suchrequirements
- are not reaaonabl},r satisfied by the
' contractor. assignee-or licensees: or - -
" [4) Such:acton is necéssary because the:
‘agreement. tequired by paragraph (i) of this -

clause.has:not'been obtained ‘or waived or

- betause a licénsee of the exclusive rightto . -
-sse or sell any. sub;ect invention in the Umled G
. Btates is in breach of such agreement. .

{k) Special Provisions for Contragts with -

y _: fNenpmflt Organizationa. If the contmctor isa -
- mnonprofit 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 fo an -

organization which has as one of its pr:rhary

functiond the management of inventions, ' .
provided that such assignee will be subjéct to- -

the same provisions as the contractor;
{2) The contractor wilt share royalties

collected or a'subject inventicn with the

inventor, including Federal employee co-

" inventors when the subject invéntion is

assigned in accordance wn!h 351, S C. 202[e)

-.and 37 CFR 401.10; - -
(3) The balsnee of any royaitles or: 1ncome
.. earned by.the contractor with respect to’ -

subject inventjons, after payment of expenses
(including payments to inventors) incidental

to the administration-of subject mventwgvﬂl -

be utilized for the support of scientific
research or education; and -

(4) It will make efforts that are reasonable
under the | circumstances {o attract licensees -

- 'of subject invéntions that are small business

firms and that it will give a preference to a
small business fitm wheh licensing'a subject
invention if the controetor determines that -
the smal] business firm has a plamar
proposal for marketing the invention which, if
executed, is equally as likely to bring the
invention to practieal application as any
plans or ‘proposals from applicants that are
not small business firms; provided; that the
contractor is also satisfied that the small

‘business firm has the capability and -~ - -
. resources to carry out its plan'or proposal.

The decision whether to give a preference in
any specific case will beat the discretion of”
the contractgr. However, the sontmctor
agrees that the Assistant Secretary of °
Commerce for Productivity, Technology. and

the contractor's licensing program and -
decisions regarding small business:

"‘appltcants and the contractor will negotiate °

chariges to its licensing policies; procectures.
or practifes with the-Assistant Secretary or
demgnee when the Assistant Sécretary's
review discloses that the contractor could
take reasenable stéps to more effectively

implement the requ:rements of this paragraph ’

{kHa4).
fl) Communications; (Complete Accordmg
to Instructions al 401 5[b)] :

(b} When the Department of Energy

. '[DOE} determmes to use alternative ..

provisions under §401.3.(a)(4), the-: = ~

.- changed to read as follows:..

- Paterit nghls to Nonpmﬁt DOE Fac:h!y
" Operators (Mar 1884) - i

slandard clanse at-§ 401.14(a),’ aboVe. L

shall'be: used with-the followmg
modifications: . - - ’
(1) The:title of the’ clause shall be

“(2) Add an- “(AY" after “(1)" in

- paragraph {¢)(1) and add subparagraphs .
.. {B) and.(C} to paragraph {c][l] as -
'follows

{B) [f tha mvemton was made und er

‘activities funded by the Naval Nuclear®
Propulsion or Nuclear’ Weapons- Pregrams of

DOE, thien the provisiens of this

~ subparagraph (¢){1){B)-will apply in lieu of
‘paragraph (c)(2) and (3). In such cases the

- contractor ggrees to assign ‘the Governmient:

" the entire right, title; and interest thereto’

throughout the world in and to the subject
invention except td the extent that rights are
retaineéd by the contractor through a greater
riglits détermination or unider paragraph (e),
below; The contractor, or an employee-

e 'mventor. after'consideration with the

-:gonfractor, may submit & request for greater

- rights.at the time the invention {s dlsclosed

--and anytime thereafter. DOE agrees to’-
process such a reguest in accurdance wlth

* procedures at 37 CFR 401.15. Each”

determinationof greatér rights will be aub]ect

- to patagraphs [b] and (g] of this clause.and
such additional coriditions, if any, deemed to *
.be appropriate by the Department of E'netgy _

~(C) At the time an invention is disclosed in

accordance with {¢)(1){A} above, or within 0 :

days thereafter, the contractor will submit’ a:

-~ written stafement as to whether or ot the

invention was made under a naval nuclear -
propulsion or nuclear weapons related . .
program of the Department of Energy. If thls
statement is not filed within this time,
subparagraph {c)(1)(B) will apply in lieu of
paragraphs (¢ (2) and (3). The contractor

- gtntement will be deemed conclusive unless,

within 80 days thereafter, the Contracting -

Officer disagrees in writing, in which case the -

matter-will be handled as a dispute under the
Contract Disputes Act. Pending regolution of
the matter the invention will be subject to
paragraph (c)(1}(B). Pending resolution of the
dispute the Department will either allow the
contractor to file for a patent or work with

- the contractor so that any.patent application
- filed by theé Department is adequately drawn
~-to address potential commercial apphcatmns :
. of the invention;

- Innovation or his of her. designee may review . . -

{3] Paragraph (e] of the clause wxll be

“'modified by addirng the following:

{7} In addition to the license rights”
provided by subparagraph (1), above, in
subject inventions to which the Government
obtains title, the-contractor will rétain in'such
inventions an exclusive, royalty-free license,
with right to sublicense, throughout the -
world, except if the contractoer fails to -
disclose the invention within the times
specified in [c) above; for the practice of the

- subject invention in-alt fields of use other-.
- . than naval nuclear propulsion or nuclear =~

weapons. Conltractor's rights undér this

.. subparagraph are subject to paragraphs {h)- -
-~ {k}-of this clause, but they are not sub;ect to -

. Department will work withi‘the contractor, i
.5 the eontractor requests, so Ihat any patent :
;.. application filed by the Department is-

"ﬁelda of use. ofmterest to.the contracto

: tf_ §401.15 Deferred determinalion

- greaterrights in subject. inventions, m:'de.,

 “the exceptions at § 401.3(a) was apphed Lo

- not applicable to the-actual subject - A
- invention or are no longer-valid becauae el
© of subsequent events, the agéncy should * -

‘upon’ the contracfor susepfthe " - .° L
- invention for such.applications o¢ thh S

eubparagraph (2} of this paragraph The ™ :

adequately: drawn- to address potentlal
commercial apphcatlona of the.invention in

N Paragraph (k][3] of the ciaaae will
be modified as. preacnbed at § 401 5(f).

(a} This sectton apphea to

by contractors when: deferred .. S
determination provisions were. rncluded il
in the fundirng agreement. becanse.one of

A contractor requésting greater rights - o )

-should inelude with its request -~
- information oi'its: :plans and mtentions
" to biing the invention to practical. -

apphcatlon Within 90 days after -

receiving a request and supportmg R
information; or sooner if a statutory bar '
to-patenting is imiminent, the agehcy - [
should seek to make a. determmatwn. Im’ -

- any event if a'bar to patentmg is

mnnment unless the agency plans to file

_on its awn, it shall authorize the
- contractor fo-file a patent: apphcatmn

pendmg a determmatxon by the’ agency.

. 'Such a- filing shall normally be at the

- contractor's own risk and'expense. *

- However, if the- agency sibsequently
- refuses to allow the contractor to: refain :
- title-and elects to proceed with the' .

patent application under- Gc\rernment
ownership; it shall relmburse lhe

- {b) if the' mrcumstances or coacems
which originally led the'agency to . .- '
invoke an exception under § 401.3(a) are

allow the contractor to retain title to the -
invention on 'the same conditions as .

. would have apphed if the standard

elause at. § 401. 14{&] had been used
originally; .

(c)If paragraph {b) is not apphcable _

then the -agency shall make gl D ot
~ determination based on an aasessment R
. whether its own plans regarding the. .

invention will better promote the . -~
policies and objectives of 35 U.8.C..200-
than will contractor ownership of the .
invention. Moreover, if the agency is.

concerned only about specific uges or
applicationis of the invention; it shall
coiisider leaving title iri the contraeto
with additional condltlons xmposed .

expanded Government license rxghts in. -

- such apphaatmns
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[d] A determma’uon not to allow the :
contractor to retain title to.a. sub;ect
mventhn_ or to restrict or c»qndx_tlpn 1ts

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'contractor to an -
‘agency official at-a level above the
person who made the. determmatlon- .
This appeal shall be subject to the

procedures: appliciablete appeals under: :

' k 401.11 of this part:

[FR ‘Doc. 35——7947 Flled 4»3»85 8:45 am]
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