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w1th Federal fundlng by nonproflt organlzatlons and small |

bu51ness firms and reassxgned respon51b111ty for the promulgatlon

‘of regulations ;mplement1ng_35 USC 202-204 to_the_Secretary of
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USC 202-204. | o
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Technology and Inndvation, Department of Commefce, Rm. H4837,.

Washington, D.C. 20230. Phone: 202-377-0659.

FOR FURTHER INFORMATION CONTACT: Norman Latker at the address

above or Jesse E. Lasken (202-377-5234) at the same address.

'SUPPLEMENTARY INFORMATION:.

~ Backgroupd

Section 501 of Public Law 98f620 includes a series of amendments

“to chapter 18 of title 35, USC, including the assignment of




regulatory authorlty to the Secretary of Commerce. The‘Secketary
has delegated his authority under 35 USC 206 to the A351stant
‘Secretary for P;oductlv;ty, Technology and Innovatlon. _Slnce
the_amendmente became effective on November 9, 1984 when PL 98-
620 was sighed, we erelattempting to complete the rulemaking
process in an'expeditiOus menher. Pending the issuance of a
final regulation, we believe thet the provisions of OMB Circular
A-124 contihue to apply except to the extent ihat amendments to
Chapter 18 are ciearly inconsistent. We suogest that agencies
' ﬁse-ﬁheée'proposed regﬁlatidns'as guidanoe in the modification of
clauses and procedures.that may be ;equired pending the_issuaﬂce
of a final regulation. ) | o |
Qnmpezleon of ELQBQE&Q Regulation to OMB leeulal A-124

The proposed regulation closely follows OMB Circular A-124.
The following discussion compares the proposed reguletion Eo
OMB Circular A-124 w1th partlcular emphas1s on the reasons for
any substantzve dlfferences and addltlons.
'eequgnmels_c_qp_e

ThlS section contalns provisions 51m11ar to those now found
in parts 5, 7.c., 17, and 18 of OMB Clrcular A-124. Language has
been included.in section 40l1.1(a) giving recognition to the
;equirement'of new 35 USC 212 that funding agreements made
primarily for educational purposes would not be subject to the
;egulation and that agencies should not take any rights in
inventions made under such agreemenfs. |

Section 401.1(b) is 1ntended to make clear that the amended

march-ln rights procedures established by amended 35 USC 203




épply to pro¢eedihgs ihitiated under éxisting.fuhding agreements.
We interpret the amended.procedures to apply to all new march-in
proceedings even if the funding agreement.predates thé amendment
of.chaptér'is. This section takes the same approach to the
various éppeél rights established in part 14 of OMB Circular
A—124,.which are carried over in the proposed :egulation.with only
minor revisions. | | B |

Section 401;1(C) directs agencieé, at the'réquest oflthe
.cdntréctor, to-aménd.butéténding funding'agréeﬁents for the
operatioh.of Go#ernmeht~owned.facilities by'éubétituting the
applicable clause at section 401.14 for the clause”pfeséntlylin
such funding agreements., Pub. L. 98-620 has'substantially'narrowed
the previous exception applicable to "GOCOs",  Since these
contracts are typically for extended terms (usually 5 years), we
believe the intent of the Congress shoﬁld not be delayed. .qut
of these contracts are toutineiy amended‘fo adjusﬁ funds on_a
regular basis. As part of such an_amendment the patent rights
provisions should be amended if the éontraétor requests. A _
number of agencies have outstanding GOCO confradts in which the
exceptidn was not invoked and the contract_includes the clause at
Attachment A to OMB Circular A-124, Section 401.1(c) does not
requife that these contracts be amended unless the contractor so
requests. | | |

Section 401.1(f) is new and is intended to clarify the
applicability of chapter 18 and'the proposed regulatibns.to
'arrangements for use of'Gévexnmentnéwned facilities. Such

"arrangements, whether on a reimbursable or nonreimbursable basis,




‘are not considered to fall under the Act's definition of "funding

agreement" since the work is not being directly funded by the

Government even though lt is being assisted by the making

'available of fac111ties. Of course, if the Government were also

' funding the research through a grant or contract, the grant or

oontract trensaotion would make chapter 18 applioable if a small
business firm.or nonprofit organization wés the recipient of the
grant or .contract.

Section 40i.l(f) does point out, however, that in oaees when
the facility operator is a nonprofit organization or a_smell

business firm, there is a possibility that the operator may be

entitled to rights under its funding'agreement if its empioyees

make an invention in cooperation with a facility user. The

regulation therefore notes the advisability of reaching advance

~agreements on the rights'of the three parties if there is a

liklihood that operator employees may be involved in the making
of 1nventions by a facility user.

We have not attempted to state what the allocation of rights

'should be in such cases since ‘this is beyond the scope of this

regulation. However, ve believe that con31stency w1th

chapter 18 of Title 35 USC and the Pre51dent‘s Memorandum of

'February 18, 1983, would dictate that the user should normally

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

cooperation and involvement of the operator in the project, title



in any inventions may be assigned to the user as part of the
initial arrangement and the agency should approve, in advance,

the a551gnment of any rights in 1nventlons made durlng a pro;ect

from the operator to the user as authorlzed by 35 USC

202(c) (7) (A).
5.!. MEE J!.
Section 401 2 uses the same deflnltlons as in part 6 of OMB
Circular A~124 except that the deflnltlons of "invention™ and
Subject 1nvent10n have been mod:fled to accommodate PL 98-620
changes to the deflnltlons at 35 USC 201. Definitions of chapter
18" and "A581stant Secretary have also been added. |
Smtmnﬂl‘;nsegﬁmmnsesatmngnsw | |
‘Section 401.3(a) is based on part 7.a. of OMB Circular A-124
with some modifications to reflect.aew 35 ﬁSC 212.and'amended
35 USC.202(a). | | |
Section.461 3(b).istnew. In part 1t 1mplements, in
combination with sectlon 401. 14(b), language in amended 35 UsC
202(&) concerning the ex;eptlon for certain Department of Energy

funding agreements. This section also prescribes for the first

- time certain guidelines in connection with the drafting of

alternative provisions when certain of the exceptions at 35 USC

202(a) are used. We particularly encourage comments_or'

_suggestiéhs regarding this proposed language;

Section 401.3(c) is new. It gives specific recognition

that many contracts are of extended duratlon and may 1nvolve a

-varlety of task orders. _ Thls section is 1ntended to clarify

that agencies have the flexibility to use the exceptions with

“r




respect to a specific task order, including one added after the

original funding agreement is executed, even though'the remainder

of the contract is subject to one of the'clauSes.at section
401.14. | | | e

Section 401.3(d) and (e) is eguivalent to part 7.(b) (1) of
OMB Circulaf A-124 except that it was nécessary to make a number
of changes because of amendments to 35 USC 202(b)(l)-and (2).
Section 401;3(f).and {g9) substantiaily follow parts 7.b.(2) and
d. of thé OMB Circular. . | | |

One issue that is not éxprésSly.addressedlby these
regulations on which we would like comments is whether agéhcies
should be-alloWéd to maké claés determinations to use exceptions.
Commentatbrs.who favor.this_are'aﬁked tb brOVide Examplés of when
_this might prove useful, We are séeking to determine whether we
should generally authorlze class determlnatlons, generally bar
them, or 1limit their use to specific types of 51tuatlons.
_Eegtlgn &Ql;i QQDLLBQLQL Appgals of ExﬂﬁptlQnEL

Sectlon 401 4 is new and has no counterpart 1n the OMB
Cifcular. It implements new 35 UbC 202(b)(4) which allows a
contractor certain rights to contest the use of the ekceptibns at
35 USC.202(a). We encburage comments on whéther the proposéd
section carries out_thé statutory language and.CongreSSional
‘intent, |

We interpret 35 USC 202(b) (4) as requiring an_administraﬁive
prOdedﬂre similar to that afforded under a marchéin._The-
proposed procedure is infended to répidly resolﬁe éontxaétor

claims that agency authority to invoke the exceptions at 35 USC



202 (a) was ﬁiéused.‘The-ﬁgenCy is aﬁthbrized-to executé the
contract with'alterﬁatiﬁe provisions pending fhe tesoluﬁipn of
the issue, If the issue is résolved in.the éontrédtoiis_favor
then the contract is to 5e amended retroéctively. 'Of_éoufse,_the
contractor could refuse to sign a contract until the matter was
fesolved. ‘However, in this case the agency cbpld consider going
to alternative sources. But the section provides, ih effect,
that if the contractor is willing to sigﬁ a contract subject
to.its retroactive amendment, the agency may not refuse to |
 contract with the contractor on'accouht_of'the contractor's
exercise of its rights under 35 USC 202(b) (4). |

We would also note that the contractors appéallis not to be )
handled under the ContréCt Disputes Act..'We_cbnsider this a
'statutorily created right; Moreover, it cross réferencés'to
35 USC 203(2) which specifically states that determinations under
that sectlon are not subject to the Contracts Dlsputes Act.
'mnmmmmm;mnmmm&uw

Sections 401.5(a)-(c) substantially follow parts 8.a.-c.
of OMB Circular A-124. . | |

Section 401.5(d) is based on patt 8.d. of the OMB Circular.
However, because of amendments’ to 35'Usc'202(c)(4) it has been
- modified to.require the listing of specific treaties or inter-

national agreements that will be applicable to the contractor.

| As amended, 35 USC 202(c)(4) no longer contains a refefence to
7futhre“ treaties. Senator Dole's e#planation of the bill at
514142 of the CongressionalASecord for October 10, 1984, states

that the revised 1anguage was intended to reguire an agency "to



o .

PPN

.tie-its use of this right to'a EOreign treaty or agreement that

is in existence at the time the contract is executed." However,

in recognition 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 noted that the prov151ons of section 401. S(d)'
should ‘have appllcatlon, albelt 1ndlrect1y, to fundlng agreements
with 1arger, commercial’ contractors as well as those with small
busineeseS'and nonprofit organizations. ihat is, 35 USC 210 was

amended by PL 98-620'to'provide"that all funding agreements,

‘including those with other than small business firme end

nonprofit organizations, shall include the'requirements
establlshed in paragraph 202(c)(4l and sectlon 203 of thls
t1t1e." Sectlon 202(c) (4) establlshes the minimum 11cense rights
of the Government, 1nc1udlng its rlght to obtain rlghts to honor
forelgn agreements. We 1nterpret this language as carrylng with

it the implementing language developed under 35 USC 206.

- Therefore, we believe that it will be neoessary to amend the

standard Federal Acquisition Regulation {FAR) petent rights

clauses to conform to the language prescribed in section

401, 5(d) Section 203 of Title 35 deals w1th march-in rlghts,

and, thus, for the same reasons, for-profit contractors that are

not small businesses should also review proposed seotion 401.6.
Section 401.5(e) is based on part 8 e. of the OMB C1rcu1ar.

However, two optional admlnlstratLve requlrements have been




eliminated. Thé_optidn to réquire pgriodic listing of invention
reporté hés been dropped. .This‘is_ddnsidered an unjustifléd |
-paperwofk éxercise. Agencies desiring this informatiod can
presently obtain it from their own files. The 1angua§e
conderhing notification;of R&D subdontracts has been dropped
since=such reporting is normally reéquired under other FAR
_ prov151ons or agency grant provzslons.
Section 401. S(f) is new and 1mp1ements the requlrement of _
35 ysc 202(c) (7) (E) which was added by PL 98-620, The statutory
languagé hésrbeen followed with some mindr editorial réviSiOné
including some language to clarify that income is to be USed."at'
the facility.” This clarification was added to reflect the clear
intent of the Congress as reflected on p. 21 df House Report
98-983 on HR 5003 that the incdme was to be in "a research
account controlled.by the faCility‘“ |

One agencj that informally reﬁiewed this proposed rule
suggested.that another paragraph be added td-section 401.5
édvising agencies thSupplement the clahsé iﬁ contracts for
the operation of Government owned facilities with provisions
dealing with the transfer of patent rights to successor
.contractdrs. We are_considering including coverage:in this érea,
and seek comments and suggéstions'concerning'this, Any
suggestidns for specific ldnguage or particular concerns that
should be addressed in elther the regulatory guidance or the
clause language are encouraged.

&MMW&MW
Sectlon 401 6 generally follows part 13 of OMB Circular




A4124, except that lahguage'in_the Citchlar authorizinc the_ose_
of Boards of Contract Appeals.to review appeals has been
eliminated to reflect the amendment of.35 USC'203;“:Hodificatiohs
have been made in'section 401.6 (e} to‘reflect.the creater
protection affor@ed utilization information by amended 35 USC
202(c) (5). 35 USC 401.6(f) and (g) have been revised slightly to

require the fact flnder to transmat a proposed dec131on and to

-speC1f1ca11y give the contractor and agency representatlves the

right to prepare wrltten argument, in response to these flndlngs
and recommendations. The contractor is also glven the rlght to
reguest oral arguments before the decrsron-maker. These changes

are intended to reflect the fact that marchnln dec1srons are

_ pollcy as well as factual dec151ons.

 Section 401.6(j) follows the principle of OMB Circular A-124

‘in recuiring that'march—ih determinations be heldlin abeyance
 pending the exhaustion of all appeals. §reviously_35 usc 203 did
not cover this question. As'amended, it now requires'twohof the
-four categories of march—ins be held in abeyance until exhaustion

of appeals. However, we do not believe that the amended language

precludes extending this-requirement, as.iﬁ the past, to all

categories of march-ins.

.' ..

Section 401.7, in combination with hew'language at paragraph

- {k) (4) of the clauses at section 401.14, implements the new

requirement of amended 35 USC 202(c) (7) that funding agreements

with nonprofit organizations contain provisions to effectuate a

requirement that except where it proves infeasible after a

-

10



reasonable inquiry_that a‘preference-in the licensing of subject
.inventions ehall be given to small business firms, We ehoourage
comments on these provisions. | |

.-It should be.noted that there has been an inadverteht._
typographlcal error in the language of amended 35 usc
202(c) (7) (D) and that the words "a preference should have been
inserted between "inguiry," and "in the licensing..." Our
implementation of this ﬁrovision is based oh the intended
ianguage, since without it the ciauee, at'best;'wouid.be
ambiguous. | |

- We have attempted to develop a provision that will meet'the
objectiVes.of the statute without interjecting agencies or this
Department into the individual lioensing'negotiatiohs and
decisions of nonprofit contractors. The clause language and

section 401. 7 implement the preference in two ways. First,

nonproflt organlzatlons are required to make reasonable efforts

under the c1rcumstances to attract small bu31ness 11censees.
The regulatlons recognlze that in some cases the nature of the

development efforts may preclude seeking small business

licensees. On the other hand, this will not always be the case,

and the contractor would be expected to undertake efforts to seek

small business licenses. It is not possible to Say exactly what

'these efforts should consist of, but we would expect nonprofit

organizations to ensure that their efforts to promote inventions
are not exclusively focused on larger firms. If no other means

are available, perhaps, in selected cases, a notice in a suitable

‘trade journal might be satisfactory. We also think it is

]
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probably unreasonable and unreallstlc for nonprofit organlzatlons
to be aware of the lnterests and eapabllltles of small
businesses, especially those which they have not_prev1ously dealt
with and which are not otherwise well known. Established small
businesses'that'have an interest in deveicping nniversity
technology should let thelr interests be known to research
'.unlver51t1es and centers, partlcularly any local universities or
centers. | | |

The specific preferehce_required by the clause is medeled
after thellanguage at 35 USC 209{c) (3) which requires’a
éreference'for small business firms in Goverhmeht licensing
programs;' This appears to be consistent with Congressional
intent as set forth in Senator Dole's statement at p. Sl4142 of
the October 10, 1984, Congress1ona1 Record.

The clause language and section 401.7 prov1de that the
A551stant Secreary of Commerce for Product1v1ty, Technology, and
Innovatlon w111 prov1de a forum to consider small bu51nesses
complaints that a particular centracter is not meeting his
obligations under the clause, However,'enly'an informal
procedure is esteblished. The Assistant Secretary will initiate
.further investigation Eﬁd discussions with a particular
institution.when it appears warranted, Formal hearings and the
like are not contemplated. In no event will the Assistant
Secretary become involved in the negotiation of specific licenses
or in attempts to'have specific licenses.terminated and
renegotiated,' We have not assigned this review function to the

individual agency, since we believe that any review.of the

12




contréctor‘s‘licensing efforts will heve to focus on the full
range of its program and not just on those subject inventions
that may emlnate from the support of a single agency. However,
.the Department will coordlnate its activities in this area with
the Small Business Admlnlstratlon and, as warranted, approprlate
agenc1es. For example, if the complalnt stems from the act1v1t1es of a
contractor operatlng a Government—owned fac111ty, the funding
‘agency will be consulted. The Department also anticipates working
~with university organizations such as the Society of Univéfsity
Patent Administrators and the Committee on Government Relations
. to foster complianoe with fhe'reQuirementsﬂof fhese pfovisions.
&mwmmmmmmmﬁﬁmmm
Section 401.8 generally follows part 10 of OMB Clrcular '
.A—124. However, subparagraph (b) has been rev1sed to reﬁlect
changes made by PL 98-620. Marking.of data is not required and
agencieé must_protec£ all utilization inf0rmation, gsince éﬁended
35 USC.202(c)(5) has established an absolutevrequirement'fof
confideotielity and a so-called (b)Y (33" eﬁemption under the
- Freedom of Informafion'Act. Section 401.8 requires that the
revised'requirement be also_applied to_information_oollected
under funding agreements predating the new Part 401.
Section 401.9 Retention of Rights by Inventor
‘Section 401.9 substantially followe part 11 of OMB
Circular A-124. | - |
mwmwmmmgﬁm'

in Invention of Government Emplovee
Sectioh 401.10 substantially follows part 12 of OMB Circular

13




.39124, buf some wording changes have beeﬁ-méde.to further élarify
that contractor rights in the_invention'are subject only to the
conditions in the standard patent rights clause that was included
‘in the funding agreement. Agencies ekercising the authﬁrity of
.35 USC 202(e) to aSsigﬁ the rights of the agency derived through
an agency employee co-inventor to the contractor are not to
condition such an assignment with additionél'terms'beyqﬁd those
specified in the statute énd applicabie pateﬁt rights clause that
was included in.the fundihg'agteemeﬁt.
Section 401.11 substantially follows part 14 of OMB Circular
_.A-124. Becauée of certain revisions to the mérch—in procedures
discusséd above which are cross-referenced in this.sectioh, there
afe‘minor differences between the appeals procedures in the |
proposed regulétion and those now préSCribed'by the OMB Ci:cular}
As provided at section 401.,1(b), these procedures wiil apply to
actiOns.initiéted under earlier funding agreeménts. _
Section 401,12 Licensing of Background Batent Rights to Third
B | _ | _

Section 401.12 substantially'follows part 15 of OMB
‘Circular A-124, | _ _ |
‘Section 401.13 Administration of Patent Rights Clauses,
Section 401.13 is,'in part, derived from part 16 of OMB.'
| Circular A-124, but also contains new material..

Section 401.13(5) substantially follows part l6.c. 6f’the
OMB Circular. However, part 16.a. has been eliminated since the

subject matter is covered in the clauses at section 401.14. Part

14



16 .b. has been dropﬁed since the Federal Procureﬁent Regulatiohs'
.(FPR) references are oﬁsolete and do not appéar to have any
counterparts in.the FAR., _ _

Section 401.13(b), coupled with the change to section
401.5(e) discussed earlier, further emphasizes that annual or
other periodic 1isting of subject ihventions, except at close-out
of the funding agreement is not to be impoSed'on eontractors.

Section 401.13(c) reflects PL 98-620 elimination of two
limitations on the conditions under which'nonprofit organiza-
tions may license or.aSSign'subject inVentiéns; Since these
limitations are 1nc1uded in many outstandxng fundlng agreements
which allow agencies to waive them, the proposed 1anguage advises
agenc1es to normally make such waivers. Thls is con51stent with
the leglslatlve history of the b111, as reflected 1n Senator
Dole's answer at 514142, Congre551ona1 Record Qcpobe; 10, 1984,
which indicates that agencies are expected'to grant such waivers
liberally. | | |

Section 401,13(d) esteﬁlishee requirements for agencies to
treat certain contractor information on a'COnfidential basis. It
cross-references language in the standard clause that is_baSed on
part 9 of OMB Circular A-124. While modified, we believe-that in
combination w1th the clause language this section is substan-
| tially the same as part 9. of the OMB Circular,

Section 401,.,14(a) contains the bésic;clauSe tq_be.used.in
most contracts with small businesses and nonprofit organizations.

Section 401.14(b) contains a standard clause for use in

15



situations when the Déparfﬁent of Eneréy gxerciseé the exception
" at 35 USC 202(a) (iv). [T
' The clause at 401.14(3)'SGbstantially'follows the clause at
Attachment A of OMB Circular A-124 with the following changes:

1. .The‘definitioné of "invention™ and “sﬁbject_invention“
have been revised to conform to statutory changes.

2. The period for election of rights in paragfaph (c)(2)
has been lengthened to 2 Years to conform to statutory changes,

3. The period for filihg after election has been reduced
from two years to ohe'year because of the extended eléction_
period.'._ | _ _ : |

4, Subparag;aphs (4) and (5) have beeh-addéd to paragraph
(e) which reflect the obligations of the agency to maintaih
certain records iﬁ confidehce_as required by_35 USC 205.and the
President's Memorandum of Feb;uary 18, 1983, on Gévernment Paﬁent
Policy;.We believe it will be helpful to both cbntractor ahd )
agency'persohnel if these_obligations ére clearly spelled buﬁ in
the contract.document. _ N _ _

_ 5. ;Thé'last sentehce of paragraph (h) has been-amended to
conform to the revision of 35 USC 202(c)(5). |
| 6,. Paragraph (k)}, the special provisions'for contracts with
_nonprofit organizations, has been revised to conform to the
amendment of 35 USC 202(cf(7). Most of theée changes are Simply
deletions of conditions that were removed by the amendment.
However paragraph (k) (4) implements the new statutory language on
small business preferences'and we would encouiage comments on

this proposal.

r
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The clause at 401.14(b) is designed to be used by the
Departmeht of Energy in thoSé cases in which it exercises 35 USC
202(a)(iv). The standafd clause at 401,14(a) is preécribédlwith
two main changes. | | |

First, paragraph (c) is amended to create a two tier system.
Inventiohs faliing dnder the naval nﬁclear propulsiOn and nuclear

weapons programs of DOE will be subject to deferred determina-

“tions, Those that fall outside those prdgrams will belong to the

contractor under the standard clause_provisibhs if the cont:act

elects title. And a procedure is established for determining

'under which category individual inventions fall.:

Second, paragraph (e) has been amended to guarantee the

contractor an exclusive license in inventions to which the

Goverhmént obtains title in fields of use outside of naval
nuclear propulsion and nuclear weapons. This provision would not

come into efféct, of course, if DOE waives its right to obtain

title. _Howevér, pending such a waiver,'this shodld provide the

contractor with the ability and incentive to attempt to

commercialize promising inventions.

- L -~ _ .

Section 401.15 is new and contains gﬁiﬂahce and procedures

‘for the handling of contractor requests for greater rights in

those cases when one of the exceptions at 35 USC 202(a) has been
appliéd. As noted earlier section 401.3(b) requires that in most
instances when an exception is‘used that the COhtrabtbr be
allowed at ieast the right to request greater rights, The

proposed procedures are intended to foster the expeditidus

17




handling of these requests'in a manner that is consistent with
the reasons behind the original application of an exception and
 the policies and objectives of 35 USC 200. We encourage comments
on these proposed procedures. | |
AQQlLQﬁQLllLX of E.Q. 12221

This proposed rule is not con51dered a major rule as defined
in Executlve Order 12291, 1Its purposes, ijectlves, and basic
substanﬁe are the same as OMB Circular A—124'which was not con-
sidered a major rule, Nevertheiess é regulatpry impact analysis
was'prepared for that rule which condiuded that its benefits.
substantially outweighed any costs and #hat there should be a net
cost saving. That continues to be true. Several years exﬁérience
"have now borne this out. This régulatibn adds no new paperwork |
burdens,-and;'in fact, réducés certain.papeiwork requirements of
the current FAR and OMB Circular A-124,

The General Counsel of the Department of Commerce has certi-
fied to the Small Business Administration_that ﬁhis rule will not
have a substantial economic impaét on a.substantial'nhmber'of.
small entities. However, for those 1imited nUmber.of.small
business concerns in areas.of high techﬁology_that dea; with the
Government,'the proposea regulation, 1iké OMB Circular A-124, |
makes it easier for small business firms to participate.in
Government R&D programs by guaranteeing thé protection of their
intellectual property. The small business préference ﬁ:dvisions
in section'401.7 and the clauses at sectidn 401.14 should also
prove.of benefit to the limited number of small businéSs.that may

be interested in obtaining licenses to university technology.
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List of Sub
Small Busin
"Accordi

37 of the C

Date:

jects: Inventions, Patents, Nonprofit Organizations,
ess Firms.
ngly, it is propOséd-to'add a new Chapter IV to title

ode of Federal Regulations as follows:

D. Bruce Merrifield _ - 7 : :
Assistant Secretary for Productivity, Technology and Innovation

Part 4

“Sections

401.1
401.2
401.3
401.4
401.5
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401.12 Llcen31ng of Background Patent nghts to Third Partles
401.13 Admlnlstratlon of Patent Rights Clauses
1401.14 Standard Clauses
401,15 Deferred determinations
Authority - 35 USC 206 and the delegetion of authority by
the Secretary of Commerce to the A551stant Secretary for
' Product1V1ty, Technology and Innovatlon at -section 3(g)
" of DOO 10-1. |
Sec. 401.1 Scope. _

(a) This part implements 35 USC 202 204 and is appllcable
to alllFederal agenc;es, . It applies to all funding agreements
with small business firms and nonprofit oréanizarions executed
after the effective date of this part} eicept.for a fUnding
~ agreement made primarily for educational_purpoées. In accordance
with 35 USC 212 no scholarship, fellowship, training grant, or
other funding agreement'mede by a Federal agency primarily to an
awardee for educational purposes will.contain'ahy provision
' giving.the Federal agency any rights to inventions.made by the
awardee, | |

- (b) The "march-in" and appeals procedures in sectione 401.6
' and.401.11_shall apply ﬁith regpect to aﬁy march—in or appeal
'proceeding jnitiated after the effective date of this part, under
a funding agreement suoject to chapter 18 of title 35, USC, even
if the fﬁnding agreement was executed prior to that dafe.

(¢) At the‘request of the contractor, a funding agreement
for the operation of a Government-owned facility which is in

effect on the effective date of this Part shall be promptly
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'amended to-inciude the provisiohs required byrsection‘401.3(a)
unless the Agency determlnes that one of the exceptlons at 35 USC
202(a) (i}-(1iv) (section 401.3(a) (i)=-(iv) of thlS part) is
appllcable and will be applled If the exceptlon at sectlon
401, 3(a)(1v) is determlned to be applicable,- the funding |
agreement will be promptly amended to include the provisions
required by section 401.3(b).

(d) This regulatlon supercedes OMB Circular A-124 and shall
'take precedence over any agency regulatlons, 1nc1ud1ng regula-
tions issued under the FPAR system, which are 1ncon51stent_w1th
it. Existing_agency regulations, including those under the FAR |
system, shall be promptly amended to conform to this paft and. |
amended Chapter 18 of title 35, No deviations from this |
regulation or the clauses prescribed in it shall be made except
:ﬁith the'appr0va1 of tﬁe Assistant Secretary. Regulaticne'.
supplementing this part éhall be submitted to the Assistant
'Secretafy for-reciew for_consistency with this part prior to
their issuance. | | |

(e)' In the event an- agency has outstandlng prime funding
agreements that do not contain patent flcw~down provisions
consistent with this part or earlier OFPP regulations (OMB
Circular A-124 or OMB Bulletin 81-22), the agency shall take
appropriate action to ensure that small businese firms or
| nonprofit orgenizations that are subcontractors under any such
agreements and that received their subcontracts aftef July 1,
1981, receive rights in the;r subject inventions that are

consistent with chapter.ls and this part.
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(£) This part is not intended to apply to arrangements under
which ndhprofit organizations, small business firmé, or others
are allowed to use Government-owned research facilities and

normal technical assistance provided to users of those facili-

ties, whether on a reimbursable or nonreimbursable basis. Such

arrangements are not considered'“funding agreements” as defined

at 35 USC 201(b) and section 401.2(a) of this part. However, if

“such facilities are operated by nonprofit organizations or small

business firms and if an employee of the operator is a
co-inventor (along with a user's employee) or a sole inventor,

then chaptér 18 and this regulation will govern the rights of the

. operator in the invention as derived through its emploYee—

inventor. It is therefore advisable, and especially so if

collaborative research is contemplated, for the user, the
operator, and the agency to reach advance agreement on how rights

to inventions will be allocated under arrangements for use of

Government-owned facilities being operated by nbnprofit

organizations or small business firms.
Sec. 401.2 Definitions
As used in this Part--

{a) The term "funding agreement™ means any contact, grant,

or cooperative agreement entered into between any Federal agehcy,

other than the Tennessee Valley Authority, and any contractor for
the performance of’experimental, developmehtal, or reSearch work
funded in whole or in part by the Federal quetnment. ‘This term
also includes any assignment,_substitutidn of parties, or

subcontract. of any type entered into for the performance of
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‘exper imental, develbpmeﬁtal,lor research erk under a fhﬁding
agreement as défined in the first sgntence of this paragraph.

(b) The term "contractor"” meaﬁs any peréon,_small.business
firm or nonprofit organization which is a party to a fﬁnding
'agreemént. -

{c) The term "invention" means any invention 6r'éiscovery
which is or may be patentable-pr otherwise protectable under Title
35 of.the United Statés Code, or any novel variety of plant whiéh
is or may be protectabie under tﬁe Plant Variety Protection Act
(7 USC 2321 et seq.). | ) .

(d) The term "subject invention™ means any.invention of a
contfactor_conceived_or_first actually redﬁéed to_précticé in the
performénce of'ﬁdrk'under a funding'agfeement; Provided that in
the caée of a variety of plant, the date of determination'(as
defined in section 41(d) of the Plant Variety Protection Act,

7 UsC 2401(d))'must also oceur during thé period of contraét
performénce. __' | |

(e} The £erﬁ-‘practida1 application".meané tO'manufécture.
in the case of é.cbmposition or ptbduct;_fo éractice-in the'caée
of a process or method, or to dperate in the case of a méchine:or
systemf and, in each case,'under such conditions aé_to establish
that the invention is.being'utiliZed and that its benefits are
to the extent permitted by law.or Government regulations
available to the public on reasonable terms.

(f) The term "made” when used in relation to any invention
means the conception or first actual reduction to practice of
such invéntion.' |

e
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-_(9) The term "small business firm® means a.small bﬁsiﬁess
concern as defined at Section 2 of P. L. B5536 (15 Usc'632) and
implementing tegﬂlatione of the Administrator of the Small
| Busiﬁess Administration. For the purpose of thie.part,'the size
| standards for.small'busihess concetns.involved ih'Goverﬁment |
procurement and subcontracting at 13 CFR 121.3-8 and 12i,3-12,
respectively, will be esed. | | | |

(h). The term "nonprofit organization" means universities
'and other ihstitutione of higher education or an organization of
. the type deecribed in section 501(c)(3)_of the_internal'Revenue
~ Code of 1954 (26 USC 501(c) and eeempt from taxation under
section-SOl(a) of the Internal Revenue Code.(26 usc 501(e))'0r any
nonproflt sc1ent1f1c or educational organlzatlon quallfled under
a state nonproflt organlzatlon statute. |
| (i) The term chapter 18" means chapter 18 of tltle 35
of the United States Code. |
| (k) The term'“Assistant Secretary“_meens the Assistaht |
ZSecretary'of Commercelfdr Productivity,'Techhologf} and
Innovation or his or her designee,
Sec. 401.3 Use of the Standa:d Clauses at 401.14

(a) Each funding agreement awarded to a:small-business firm
or nonprofit organization_(exdept those shbject to 35 USC 212)
shall contain the clause found in section 401.14(a) with such
modifications and tailoring as authorized or required elsewhere
in thie_Part; However, a funding agreement may contain
alternative provisions—-—

(i) when the contractdr is not 1ocated in the United
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'States'or does hot haue a place of business'located in'the United
States or is subject to the control of a forelgn Government, or
_ (11) in exceptional c1rcumstances when it is

 determined by the agency that restriction or elimination of the
right to retain title to any subject invention will better
promote the pollcy and objectlves of chapter 18 of Title 35 of
the Unlted States Code; or

(iii) when it iS‘determined by a_Government'authority
which is authorized by statute or executive order to conduct
foreign intelligenCe.or counterihtelligehce activities'that'the
drestriction or elimination of the right to retain title to any
subject 1nvent10n is necessary to protect the securlty of such
act1v1t1es, or | |

{1v). when-the funding agreeﬁent'inciudes the operation
of a GoVernment—owned,.contractormoperated facility of'the
'-Department of Energy primarily dedicated to that Department 8
:naval nuclear . propulslon or weapons related programs. |

(b} When the Department of Energy exerclses the exceptlon

at 401.3(a) (iv), it shall use the clause prescribed at 401 14 (b)
‘with such modification and tallorrng as authorized or required
elsewhere in this part. When any agency exercises the exceptions
at 401.3(a) (ii) or (iii), it shall use the standard clause at
.401.14(a) with only such modifications as are neceSsary.to
address the exceptional circumstamces or concerns.which'led to
the use of the exception. For_example, if the justification
relates to a particular field of use or market, the clause'might
be modified along lines similar.to those described in 401.14(b).

Te
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in any event,'the clause should'provide the dontractor with an

opportunity to receive_greatér rights in accordance with the

- procedures at 401.15.

(c}) When a funding agreement involves a series of separate task

orders, an égency may apply the exceptions at 401.3(a)(ii) or

~ (iii) to individual task orders, and it may structure the

contract so that modified patent rights_provisions will apply to
the task orderpeven though the clauses at.either 401.14(a) or (b)
are applicable to the reméindér of the work. Agencies afé
authorized to negotiate'such modifiéd provisions with respect £o
task orders added to a funding agreeﬁent after its initial award.
(d) Before utilizing any of the exceptions in paragraph (a)
the agency shall prepare a writtem'determination, includihg a
statement of facts supporting the determination, that the
conditions identified in the exception'erist. In casés when
401.3(a) (ii) is used the determination shall also include an
analysis justifyihg the determination. This'analysis should
address ﬁith spécificity how the.alternate'provisions-will'better'
achieve the objectives set forth in 35 USC 200. A copy of each

determination, statement of facts, and, if applicable, analysis

- 8hall be promptly provided to the contractor or prospective

contractor.

(e) Except for determinations under 401.3(a)(iiiY, the
égency shall also providé copies of each détermination, statement
of fact, and analysis to'Assisﬁant Secretéry. These shall be

sent within 30 days after the award of the funding agreement to

which they pertain. Copiés‘shall also be sent to the Chief
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' Counsel for AdvooaCy'of the Small Business Administration if the
funding agreement is with a small business firm.

(f) To assist the Comptroller General of the United States
to accomplish his or her respon51b111t1es under 35 USC 202, each
Federal agency that enters into any funding agreements with
nonprofit organizations or small business firms shall accumulate
and, at the request of the Comptroller General, provide the
‘Comptroller General or his or her duly authorized_representative
lthe total number of prime agreements entered'into with small
business firms or nonprofit organizatiOns that contain the natent
rights clause in this part or under OMB Circular A~124 for each
period of October 1 through September 30, beginning with
October 1, 1982, _

-(g) To gualify_for the standard clanse a prospective

contractor may be required by an agency to certify that it is

either a small business firm or a nonprofit'organization. If the

agenoy'has reason to question the'status:of the proSpective
contractor as a smailtbusiness firm or.nonprofit organization, it
may file a protest in acoordance with 13 CFR 121.3-5 if small
business firm status is questioned or require the prospective
‘contractor to furnish evidence to establish its status as a
‘nonprofit organization.
Sec. 401.4 Contractor Appeals of Exceptions |

(a) ‘In accordance with 35 USC 202(b) (4) a contractor has
.the right to an administrative.review of a determination to use
one of the exceptidns at 401;3(a)(i)~(iv)'if the.contractor
believes that a determination is either fi) contrary to the

Te
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poiicies and.objectives of this chapter or (ii) COnstituﬁes an
abuse of discréfion by the agehcy. Paragraph (b)'of this section
| specifies the procedures to be followed by.contractoré and
agencies in.such cases. The assertion of such a claim by the
contractor shall not be used as a basis.for Withholding.or
‘délaying the award of a funding agreement or fof sUspending
performance undér an award. However, pending final resolution of
the claim the contract may be i#Sued wiﬁh the patent rights
provisibn proposed by thé.agehcy; but should the final decision
be in favor of the contractor, the fundlng agreement w1ll be
amended accordlngly and the amendment made retroactzve to the

effectlve date of the funding agreement.

(b) (1) A contractor may appeal a determination by p:oviding.

wfitten notice to the Agency within 30 wotking days from the time

it receives a'copy of the agency's determination, or within such

longer time as an agency may specify in its.regﬁlations. The
contractor's notice should spec1fivally 1dent1fy the ba51s for
the appeal. | |

(2) The'aﬁpeal shall be decided by the head.of the
agency or by an official of the agency designatéd by the head of
the agency who is at a level above the person who made the
detérmination. If the notice raises a genuine dispute over the
material facts, the head of the agency or the desxgnee shall
undertake or refer the matter for fact- flndlng.

| (3) Pact-finding shall be conducted in acbofdance with

procedures eétablished by the agency. Subh procedures shéll be

as informal  as practicable and be consistent with principles of
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fundamental fairness. The procedmree should afford the
‘contractor the opportunity to appear with counSel,'submit
dbcumentary evidence, ptesent witnesses and confront euch'persons
as the agency mey present, A tramsc;ibed record ehall be made
and shall be available at cost to the contractor ubeh.reguest.
‘The requirement for a transcribed record may be ﬁaived'bj mutual
'agreement of the contractor and the agency.

(4) The official conducting the fact- flndlng shall
b:epare written findings of fact and transmit them to the head of
the'agehCy or designee promptly affef fhe-cbnclusion of the fact—-
finding proceeding along with a recommended'decision. A copy of
the findings of fact'and'recbmmended decision shall be sent to
the contractor (agsignee'oE_exclueive licensee) by registered or
_certified mail., | | |
| o .(5) Fact- finding should be completed w1th1n 45 working
days from the date the agency receives the contractor 5 wrltten
notice,

{6) When factéfinding has'been'cendueted, the head of
the agency or designee shall base his er_her decision on the
facts found, tbgether with anf argumeht submitted by the
‘contractor, agency officials or any 6ther information in the
administrative record. In cases :eferred for faet-finding the
agency head or the designee mey reject only_those facts that have
been found that are clearly erroneous and the agency head or the
designee may hear oral arguments after faetefinding'provided that
the contractor or contractor's attorney or representafiﬁe is

present and given an opportﬁnity to make its own arguments and

Tx
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rebuttal._ The décisioh §f the agency'heéd or the designee shall
be in writing and include an explanation of the basis of the
decision if it is unfavorable to the contractor. The decision of
the agency or designee shall be made within 30 working days after
fact-finding or, if theré was no fact—finding, within 45 working
days from the date the agency réceived_the_cqntractor's written
notice. | | | : |

Sec. 401.5 Modification and-Tailoxing'of Claﬁsés.

{a) Agencies'should'complete'the'blank in paragraph.(gj(z}'
of the élaﬁées at.seCtion 401.14 in accordéhée with their own or
applicable Governmeht-widé'regﬁlations such as the Federal
Acquisiﬁion Reguiation. _ |

| (b} Agenciesiéhould complete paragraph (1), |
"Communications" at the end of the clauses at section'401;14 by
designating a central point of contact for communications on
matters relating'té the clause. Additional instructions on
'commﬁnications may also be included in paraéraph (1).

(¢} Agencies may replace the underlined words and phrases
in the cléusés at.401.14 with those appropriate to the particular
funding agréement. For exampie, “contfadts" could be replaced by
"grant," 'contractor' bj "grantee," and Fcontraéting officef” by
“grants:officer.“ Depending on its use, "Federal agency" can bé
replaced either by the identification of the agency or by the
specification of thé particular office or official within the
agency. | : |

| (d) wWhen the agency head or duly authorized designee

determines at the time of contraétiﬁg with a small business firm
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or nonproflt organlzatlon.that 1t“would be in the natlonal

1nterest to acquire the rlght to subllcense forelgn Governments

or 1nternat10na1 organlzatlons pursuant-to'any existing treaty or

international agreement, a.sentence may be added at the end‘of

paragraph (b) of the clauses at section 401.14 as follows- |

o "Th1s license w1ll include the right of the Government to
subllcense forelgn Governments and 1nternat10nal

organlzatlons pursuant to the following treaties

or 1nternat10nal agreements- ' : .

.The blank above should be completed w1th the names of appllcable'
..ex1st1ng treaties or 1nternat10nal agreements, agreements of
cooperation, memoranda of understandlng, or similar arrangements
'1nclud1ng m111tary agreements reLatlng to weapons development
and productlon. The above language is not 1ntended to apply to
treaties or other agreements that are in effect on the date of
the award but which are not listed, Alternatlvely, ‘agencies may
r_use substantlally 51m11ar language relatlng the Government s
rlghts to spec1f1c treatles or other agreements identified
elsewhere in the fundlng agreement' The language may also-be
modlf;ed-to make clear that the rights granted to the foreign
government or international organization may be'for additional
rights'beyond a license or sublicense if sorrequired by the
_applioable'treaty or'international agreement; For example,-in
some cases exclusiveliicenses or even the assignmenttof title in
‘ the-foreign cOuntry_involved might be réquired. Agencies may
'also'modify the 1anguage_above to provide for the direot

"licensing by the contractOr of the foreign Government or
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hlnternatlonal organlzatlon;

' If the fundlng agreement is expected to 1nvolve a serles of
changlng tasks over an extended perlod of tlme, such as the 7
typrcal fundlng -agreement for the operatlon of a Government owned
._ fac111ty, the follow1ng language may also be added:

The aggngx reserves the rlght to unllaterally amend this
fun_;ng gg;ggmgn; to 1dent1fy spe01flc treatles or
‘rinternational agreements entered into by the Government after
dthe effectlve date of this fyn_;ng agreemgnt pursuant to whlch'
the contractor 'shall grant the Government (or forelgn-
_Governments or 1nternat10na1 organlzatlons de51gnated by the
Agency) with respect to subject inventions made after the
- date of the amendment those-license:or other rights which are
necessary for the Government to meet its_obligations to
dforeign Governments and_international organizations under
such treatiee:or international agreements,
‘(é)' Agencies may add additional shbparagraphs to pararaph
(f) of the clauses at section 401 14 to require the contractor to
do one or both of the follow1ng | |
(i} Provide a report prior. to the close-out of a
”fundlng agreement llstlng all subject 1nvent10ns or statlng that
there were none. | | | |
{ii) Provide, upon request, the filing date, ser1al
number and tltle, a copy of the patent appllcatlon, and patent
.number and 1ssue date for any subject 1nvent10n in any country in

wh1ch the contractor has applled for patents.
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(£) If the COntract is w1th/é nonproflt organlzatlon and is
~ for the operatlon of a Governmené owned fa0111ty the following
will be substltuted for paragraph (k) (3) of the clause at_401.l4(a):
"(3) After payment of patenting_costs, licensing costs,
Vpayments to inventors, and other expenses'incidental_to the
nadministration_of subject inventions, the balance of any
royalties or income earned and retained hy the ggnt;ﬁgtgg
during.any fiscai year on subject inventions under this or
any successor Qntrggt contalnlng the same requlrement up‘&
to_any amount equal to five percent of the budget oﬁ the
'facility for‘that fi5ca1'year,'ehall be used by the
_contractor for scientific reeearch, development,'and;
teducation ak”thé\facility cohsistent with'the researchland

development mission and'objectives of the facility,
Hincluding activities that'increaSe_the licensing potential ‘\ |
?of.other intentions'of the facility. If the balance exceeds
five percent, 75 percent of the excess above five percent
| shall be 5;;22 by the contraitor to the Treasury of the |
 United States and the remainlng 25 percent shall be used by
“the an;;agtg; only for the same purposes as described
'ahove.: To the extent it provides the most'efficientl‘
technology‘transfer, the 1icensing of suhject inventions
shall be adm1n1stered by QQQLL@QLQ; employees on 1ocat10n
at the fac111ty.
This paragraph shall not be_used in contractscfor the operation
of or performance of work at faCilities_or laboratories_that are

not Governmentéowned”regardless of what percentage of the_work at
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“the facility or:laboratory is funded by the Government and
.regardiess of whether-or not the'coﬁstruction or equippihg of the._'
facility was paid for out of funds provided b& the.GoVernment. :
Sec.'4bl,6 Exercise of March-in Rights.

| (a). The folIowihg'prOCedares shall govern thé exercise of
the ﬁarch—in'rights of tae agencies_set‘forth'in.35 Usc 203_and
the clause at- 401 14,

-(b) Whenever an agency recelves 1nformatlon that it
.believes might warrant.the exercise of march-in rlghts, befo:e
iﬁitiating any march-infproceeding, it'ehall notify the |
contractor ia writing of the information and request informal
_written or oral comments'from the contractor as well as
information relevant to the matter., 1In the absence‘of any
COmﬁents from:the contractor within 30 days, the agency maj, at
its discretion'ptoceed with the prOdedures'below. " If a comment
is received, whether or not within 30 da?s, then,the‘agency
shail; within 60 daYs after it receives_the comment, either
| initiate the procedures below or'notify the contractof, in
writiﬁg, that it Will not pursue_mafch-in rights.based on_the
information about which the contractor was notifieo.

.(C) . A march~in ptoceeding shall be initiated by the
issuance of a ertten notlce by the agency to the contractor and
its a551gnee or exc1u51ve llcensen as appllcable, statlng that
the agency is con51der1ng the exercise of march—ln rights. The
notice shall state the reasons for the pr0posed march-ln 1n terms'y
suff1c1ent to put the contractor on notice of the facts-upon

which the action would be based and shall specify the field or
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fieids of_uee in which the.agency:iS'cdnsidering requiring
licensing. The notlce shall advise the contractor (a351gnee or
ekclusive llcensee) of 1ts_r1ghtsy as set forth in thlS_SeCtlon
.ahd in‘any'supplementai agency regulations., The determination to
exercise.march-in rights‘shall be made by the head Qf_the'agency
or his or her designee. | | |

(d) .Within 30 days after the receipt'of the written notice
of march-in, the contractor (assiénee or eXCIusive 1ieensee) may
 submit in,person, in writing, or through a representative,
information or argument in opposition to the proposed march—in,
inclﬁding aﬁy_additidnal'specific information_which'raises a
rgenuiﬁe'dispute over the material facts upon which the march—in _
is baseé. If the 1nformatlon pre.ented raises a genulne ‘dispute
.over the material facts, the head of the agency or designee shall
" undertake or refer the matter to another official-for'fact—finding.

fe) Fact‘findingtshall be conducted in accordanCe.with the
preceduresrestablished by the agency. Such procedures shallibe
ae iﬁformal_as practicable.and.be cqnsistent with-principles of
fﬁndamental'fairness. The procedures should afford the eoﬁ—
-tractor the opportunity to appear with counsel, submit
documentary evidence, present witnesses and confront such persone
- as the agency may present. A transcribed record shall be made
and shall be available at cost to the contractor upon request
“The requlrement for a transcribed record may be waived by mutual
agreement of the contractor and the agency. Any portion of the
march—in.proeeeding, ineluding a fact-findrng hearing that.'

involves testimony or evidence relating to the utilization or
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efforts at obtalnlng utlllzatlon that are being made by the
'contractor, ;ts a551gnee, or llcensees shall be closed to the
epubiic,'ihclﬁding'potential 11censees. In accordance with 35 USC
202(c) (5), agen01es shall not disclose any such 1nformat10n
obtalned durlng a march -in proceedlng to persons out31de the
Government except when such release is authorlzed by the
contractor (assignee or llcensee) | 7 |
- (£) The official conductlng the fact- flndlng shall prepare
' written‘flndlngs of fact and transmlt_them torthe head of the
egency or designee promptly after the conclusioh of the fact—
'-finding proceeaing along with e reCOmmehded determination; A copy
of the findings of fact shall be sent to the contractor (a531gnee
g or exclus;ve llcensee),by reglstered or ce;tlfled mail, The
.contractor (assignee or exclusive lidensee) and agency
' tepteeentatives will be giVeh 30 days to subﬁit written_f
.arguments to:the heed of the agency or designee; and, upon
request by‘the_contractor oral arguments will be held before the
agehcy head or designee thatrwill make the finai determination.
(g) 1In cases in which fact-finding has been ccndhcted, the
head of the agencf or deeignee shall base his or her determina-
tion on the facte fourtrnd_,r togetherfwith any other'informetion and
written or.ofel arguﬁente sﬁbmitted'by the cOntractcr (assignee
er exclusive liceneee) and agency representatives,'and.eny_other
information in the administrative record. The ccnsiStehcy of the
exercise of march- in rlghts with the pollcy and objectlves of 35l
USC 200 shall also be con31dered0 In cases referred for

fact-finding, the head of the agency or de51gnee may reject only
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-thoseffacts fhat:have been found thah are.clearly erﬁoheous;
_ertten notlce of the determination whether march in rlghts will
_'be exerc1sed shall be made by the head of the agency or de51gnee
'and sent to the contractor (assignee or exclusive licensee) by
certified or fegiSteredrmail within 905days after the_completion
~ of fact-finding or 90 days after‘oral_arguments,_whiChever is
later, or the'proceedinés'willlbe deemed to have been te;minated
and thereaftef'no march—ih'based on the facts and reasons upcn
:which_the proceeding was initiated may be ekercised.r

.fh)' An agency may, at any tiﬁe;.terminate'a marchfih
prcceeding.if it is Satisfied_ﬁhat it does not wish to'exercise
march-in rights. -

{i) ‘The proceduree.of'this Part shall aleo applyrto the
.exercise~cf march-in rights against inventors receiving title to
subject inventicns under.35 USC_ZOZ(d) and, for that purpcse, the
term "coatractcr“ ae used in this section shall be_deemed to
inciude the inventcr.. | | |

" (j) An agency determination unfavcrable*to'the conhtactor
(aasignee or exclusive iiceneee) shall be held in abeyance
pendlng the exhaustlon of appeals or petltlons flled under
35 USC 206(2). |

-,(k): Agencies are authorlzed to issue supplemental
procedures not - inconsistent with thls part for the conduct of
'fmarch—ln proceedlngs.

401 7 Small BuS1ness Preference.
(a) Paragraph (k)(4) of the clauges at 401,14 1mplements

the small busaness preference requ1rement of 35 USC 202(c)(7) (D).
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Coﬁtractors are eﬁpeéted.to use'effoftsithatlare'reasenabie under
the circumstances to aﬁtract small businese licensees. They afe
also expeeted'to'givelsmall business firme that meet_the standard
outlined in the_cleuse-a prefefence over other applicants for
1iceﬁses. What constitutes reasonable efforts to attiact email.‘
- bhsinesshlicensees-will vary with the circumstancee and Ehe
' nature, dufation, and expehse of efforts'needed to-bring the
invention to the ﬁarket;‘ | _ |
{b). Sma;l.business'firms'that believe a nonpfefit‘.
o:ganizetion‘is‘noﬁ meeting its-obligations under £he clause may
- report their concerns to the Assistant secretary, To the extent
:deeﬁed‘appropriate( the Assistant Sedretery-will undertake:
_informal investigetion of £he concern, and, if appropfiaﬁe, enter
into discussions or negotiations with the_nonprofit orgaﬁiZation
to the end of imptoving.its efferts in meetings its obligations
under the ¢lause. However, in no evept will the Assistant
Secretary intervene in negotiations or contractor decisions
.concerning the 1icensing of a specific.subject invention.
As appropriate the investigations,_discﬁssions, and negotiations
of the'Aseisteﬁt'Secretery will be cOordineted'with other
agenCies,-ineludihg the Small Business Administration; and in the
' case'of a centract for the operation of a Governmenteowned;
edntrector'operated‘reseergh erjproduction-facility;.the
Assistant.Seéretery will coordinate with'the.agehcy responeible
for'the fecilify prior to any'discussions'orinegotiations with

the contractor.
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' gec. 401.8_ Reporting.oniUtilization of:Subject_Inyentione.

(&) :Paragraphr(h) Of'the clauses at.401 14 and its
counterpart in the clause at Attachment A to OMB Circular A~ 124
_ provides that agen01es have the rlght to. receive periodic reports
from the contractor on utilization of inventions. In accordance &/ij'
nith such instructions as may be iesned by the Department of e |
i'Commerce, agenCies shall obtain such information from their .,EJ

/,~
contractors. Pending ‘such 1nstructions, agenCies(f:EE;E7not

impose reporting requirements. _ _/

(b) In accordance with 35 USC 202(c)(5) and the terms of
the clauses at 401.14, agencies shall not disclose such
information to persons outside_the GoVernment.'lAgencies should
note'that-because-of the amendment to 35 USC 202(0)(5), the
ciaueee at 401.i4 do not require the_cOntractor to marklthejdata
as proprietary. This is a change from the.clause prescribed by
OMB Circular A-124 nhicn'requires the contractor'to mark data if
it wishes the agency to protect 1t. Agencies which obtain reporte.
on utilization of subject inventions made ‘under funding B
agreements with the marking requ1rements of the earlier OMB
ciause shall treat these reports in accordance with the
'provisione of‘anended.35'USC 202 (c). (5) and shail not require them
to be marked in order to afford them protection; The.provisions.
of7357USC 202(c)(5), as amended, ahali take precedence oﬁer the
conflicting 1angnage in the clanse previonsly prescribed by OMB
Circuiar A-124. Deapite the lack'of_a'formal requirement for
contractors to mark reports on utilization, contractors are

encouraged to include confidentiaiity markings to better insure
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jthat_their:reports.wili not-be'inadvertently released outside
Vthe agency. o -7. | _ | _
h Sec. 401.9 Retention of'Rights by Contractor Employee Inventor,
'Ageneies:whieh allew-an employee/inventor of the centraetor‘_
to retain rights to a subject invention made under a funding
agreement with a smali business firm or nonprofit organization
.contractor, ae authorized by 35.U 5C 202(d), w1ll 1mpose upon the
Vinventor at least those condition= that would apply to a small
bhsiness_firm contractor'under paragraphs (d) (i) and (111);;
(£)(4); (h); (i); and (3) of'thehclause at-401.l4(aj.‘ |
'Sec..401.10 Government Assignment to Contractor'of'Rights in
| Invention of Government.EmploYee.-

In any case when a Federal employee is a co- 1nventor of any
1nvent10n made under a funding agreement W1th a small bu51ness
eflrm or nonproflt organlzatlon and the Federal agency employlng
such co—lnventor transfers or rea581gns the rlght 1t has acqu1red
in the subject invention_from its'employee-to the contractor as
aathorized by BSVUSC 202¢(e), the assignment will-be made subject
to the same condltlons, but no others, as apply to the contractor
under the patent rlghts clause of its funding agreement so that
only one set of condltlons applles to the subject 1nventlon.

Sec, 401,11 Appeals.‘ |

(a) The agency 0fflClal 1n1t1ally authorlzed to take any ofh
the follow1ng actions shall prov1de the contractor w1th a wrltten
statement of.the basrs for his or her action at the tlme the
action is taken, 1ncludlng any relevant facts that were relied

‘upon in taklng the actlon.‘
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(1) A refusal to grant an‘exten51on under paragraph
-f(c)(4) of the standard clauses. | | :
(2) A request for a cdnvejance_of‘title_under'.
paragraph (d) of the standard clauses.
(3) A refusal to grant a waiver. under paragraph (1)'of
the'standard clauses.
| .(é) A refusal to apprcve an aSsignment under paragraph
r(k)(l) of the standard clauses., o |
(5) A refusal to grant an exten51on of the exclu51ve
license perlod under paragraph k. {2) of the clauses prescrlbed by
either OMB Circular A-124 or OMB Bulletln 81 22
(b} Each agency shall establish and publlsh procedures
_under whlch any of the agency actzons llsted in paragraph (a) of
this sectron-may be,appealed to the head of the agency or
designee. Review at this level.shali consider both the factual
and legal basis for the,actions and its consistencY with the
pollcy and objectlves of 35 USC 200 206,
(c) Appeals procedures establlshed under paragraph (b) of
' thlS sectlon shall include administrative due process procedures
ahd standards for factefinding at least_comparable_tofthose set
forth in 401.6(ef—(g) whenerer'there is a dispute as to the |
factual:basis for -an agency reguest for a cOnveyance_of title.‘
hunder-paragraph d..of the standard clauses} including any dispute
as to uhether or not an invention is a subject invention.
(d5 To the extent that any cf_the‘actions described in
paragraph (a) of this:seCtion are sUbject‘to appeal under_the

Contracts Dispute Act, the procedures under that Act will satisfy'
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. the reéﬁirements of paragraphs.(b)'and-(é) df:this_section. '
| (e) As used in this section the term "standard clause:
'meéns'the clauses at 401.14 of this Part.aﬁd the_cléuses
previouSly presqfibed.by.either OMB Circular A-124 or OMB
Bulletin 81-22. o
Sec.'401.12 Licensihg bf'Bagkground Patent Rights to Third

. Parties. B '
(a) A fundihg.agreemeﬁt with a small business firm Or,é
f. domestib nbnprofi£ organization will not dontain.a provisiOn
allowihg a Federal agency to fequife the 1iceh$ing to third
parties of invéntionSVOWnéd by the cOntractof that are not
subject inventions unless sugh provision has beén'approvéd by the
"agency head and a written justification has‘béeh-signed by the B
agéncy head. Any such p:dvision wiil clearly_ététe whether the
1idensing ﬁéy be required.ih_connection with the‘practice.of a
“Subject'invention, a'specifically identifiéd work object;“of‘
both. The agency head‘may not'delegéte the éuthority to a@prove
suchlproviSions or to sign the jdstification required_for such
provisidns.‘ | | | -

.(b) AiEédéral agénéy will not require.tﬁe'licénsing of
~third parties:unaer any such provisibn uhless the.agehéy heéd
déterminés théﬁ the use of the invention by others is_heﬁesséry_.
for the pfacticerofla'subject invention or for the uée of a work
Object of the fuﬁding'agreement and'that_Such action is nécessary
r.tb achieve practical application of thé subject inveﬁtion'br work
object. ‘Any_suqh determinatibn will be on £he1rec0r3'after'an

: opportunitY'for an agency hearing and the contractor shall be
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glven prompt notlflcatlon of the determlnatlon by certlfled or‘
reglstered ma11 |
Sec, 401, 13 Admlnlstratlon of Patent nghts Clauses

(a) In the event a sub]ect Invention is made under.funding
agreements of more than one agency at the request of the
' contraotor'or on their own initiative, the.égencies shall
' ‘designate ocne agency as responsinle for administration of the
.rlghts of ‘the Government in the 1nvent10n.

(b) Agenc1es shall not reqque yearly or other perlodlc
reports by contractors llstlng subject 1nvent10ns in any fundlng'
agreements entered 1nto after the effective date of thlS Part
Close out reports are authorlzed at 401.5(e).

_‘c)' Agencies shall promptly grant, unless there 15 a
51gn1flcant reason not- to, a request by a nonproflt organlzatlon
under paragraph k.{2) of the clauses prescrlbed by either OMB
_Circular:A-124 or OMB Bulletin 81-22 since 35 USC 202(c)(7)'has
since been amended to eliminate.the limitatiOn on the duration of
" exclusive licensee; Slmllarly, unless there 'is a 31gn1f1cant
reason not to, agencies shall promptly approve an a551gnment by a_
nonprofit organlzatlon-to an_organlzatlon which has as one of its
primary'funetions'the management of inventions When a request for
approval has been nece551tated under paragraph k. (1) of the |
clauses prescrlbed by elther OMB Circular A-124 or OMB Bulletln-
‘81 22 because the patent management organ17at10n is engaged in or
holds a substantlal interest in other organ;zatlons engaged 1n.
tne manufacture or salelof products or tne use of processes that

- might utilize the invention or be in competition with embodiments

43



of the invention. As amended, 35 USC 202(c)(7) no longer K
'contalns this 11m1tat1on. |

(d) Paragraph (e)(4)-(6) of the clauses at 401 14
obligates agencies to treat contractor invention d;sclosuree and
other'related documents as_confidential. These requirements_were.
in part 9 of OMB Circular Af124 and should also be followed with
respect to funding_agreements predating:this Part 401,
Sec. 401, 14 Standard Patent Rights Clausee. | |

(a) The follow1ng is the standard patent rlghts clause to
be used as spec1f1ed in 401.3(a). |

Patent . nghts (Small Business Flrms and Nonproflt
Organlzatlons)(Mar 1984)

{a) Deflnltlons.
(1) “Invention“'means any-invention or-discovery Which:"
ie or may be patentable or otherwise protectahle under Title 35
of the.United'States Code, or any novel Variety of plant whioh is
‘or may be protected under the Plant Varlety Protection Act (7 Usc
: 2321 et, seg.). _ ' | ' ' '
_- (2) ."Subject invention" mEane any‘invention of the
n;;a or conceived or flrst actually reduced to practlce 1n7
the performance of work under this ggn_rag;, provided that in
~the case of a varlety of plant, the date of determlnatzon (as
deflned in sectlon 41(d) of the Plant Varlety Protectlon Act, f
- usc 2401(4d)) must also occur durlng the perlod-Or-ggntragt
‘_perfOrmance.: | H |
| o (3) -“PracticaiﬂApplication" meane to”manufacture:in

the case of a composition or product, to. practice in the case of
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a prooesslor'method,_Or‘to operate in the case of a-machine or
system;'and, in each case, under such conditions as to establish
_that'the'invention is being utilized and that its benefits are,
'to the extent permitted by law or Government regulationé,
available to the public'on'reasonahle'terms.

.(4) "Made" when used in relatton touany invention
‘meane the-conception or first actual'reduction to ptactice of
Suoh'invention.. | | | |
- (55 ﬁSmall Bu51ness Firm" means a small bu31ness‘
concern as defined at Section 2 of Publlc Law 85- 536 (15 uscC 632)
- and 1mplement1ng regulatlons of the Admlnlstrator of the Small
| Business‘Administration. For the purpose of this ciause;-the
.size standards for smail business concerns involved in Government
procurement and subcontractlng at 13 CFR 121.3-8 and 13 CFR
121.3-12, respectlvely, w1ll be used.

(6) "Nonprofit Organization" meens a universitj or
other.institution'of'higher education or an organizétion of the
‘type'described in_section 501(c)(3) of the Internal Revenuelcode
of 1954 (26 USC 501(c) end exempt from taxation under section
501(&) of the Internal Revenue Code (25 USC‘SOl(a)) or_anyu'
nonprofit scientific.or educationalrorganization qualifiea.under
a stete nonptofit organization statute, | |

(b) Allocatlon of Principal nghts.

The ggg;;gg;g; may retaln the entlre rlght, title, and .
interest throughout the world to each subject 1nvent1on=sub3ect
to the ptoVisions of this clause and'35‘Usc'203. With respect to

'any subject invention in ‘which the contractor retains title, the
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Fedéfél‘Government sha11 ha?e a nohe#clﬁsive, ndntransferable,
irfevocable, péid#up licénse to practice or have practiced'for or
on behalf of the United Sfates thé'subject invéntién'ﬁhroughout
the world. | |
(c) Invention disciosure, Election of Title and Filing of

Patent Appllcatlon by ggn;,ggggg | |

(1) The. ggg_q@g;g; will disclose each sub]ect _
_1nvent10n to the _g_g;gl éggngy thhln two months after the o
1nventor dlscloses it in wr1t1ng to contractor personnel
responsible fo; patent matters. The dlsclosure to the agehéy
shail.bé in the form of a written reppft and shéll ideﬁtify the
ggntréCt ﬁndér which the-invéhtion'was made and the invéntoﬁ(s);
It shall be sﬁfficiently complete in technical detail to convey a
.1 clear understanding to the extent knde éf the time or the
discleure, of thé natu:e; purpose, operétiOn, and the physical,
chemical, biological or eleétrical characteristics of the
invention; The disclosﬁfé shall also'identify anf publication,
'Qn sale or ﬁubliC'ﬁse of the inveution énd whether ajmaﬁuscript
'déscribihg-the invention.has been submitted for publication and,
if so, whether'it has been accepted for publication at the #ime
of.diSclosure, :In addition, after disclosure to the agency, the
ggﬁtfgcggg will promptiy'ﬁotify the agency of the acceptance of |
| any mahuscript'descfibing'thé invention for publication or of anf
.on sale or public use planned by the ggngggg;gg .

(2) The ggn_,gg;gg will elect in wrltlng whether or
not to,retain title to any'suqh invention by notifying the

nggfallgggngz within two years of disclbsure to'the Federal
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"agency 'Hewever, in any case Qhere publication,.onhsale or public'
use has 1n1t1ated the one year statutory perlod whereln valld
patent protectlon can stlll be obtalned in the Unlted States, the
"perlod for election of title may be shortened by the agency to a
: date that is no more than 60 days prlor to the end of the:
'statutory_perlod 7 _ _ _
{3)- The gontractgx will file its 1n1t1al patent--'
appllcatlon on a subject 1nvent10n to Wthh it elects to retaln
title w1th1n one year after electlon of tltle or, if earller,
-prlor to the end of any statutory perlod wherein valid patent
‘preteetion‘can beiohtained in the United States after a |

.

publication, on sale, or public use. The ¢ will /ffile
_ _ _ Py

f

patent applications in additional countries nithin either ten
months ef the corresponding initial patent application or sin
months from the date permrssron is granted by the Comm1551oner of
Patents and Trademarks to file forelgn patent applications where
.such flllng has been prohlblted by a Secrecy Order._
| _(4}- Requests for exten51on of the ‘time for d1501051ng
" and electlng tltle under subparagraphs (l) and (2) may, at the
dlscretlon of the agengy, be granted.
(d) Condltlons When the Government May Obtaln Tltle.
(l) The _gn_ragtgr will convey to the Eede;al agengy,
rupon wrltten request, ‘title to any subject 1nvent10n—— _
| (i)  If the ggn_ragt;; fails to dlsclose or ‘elect
-tltle to the subject 1nvent10n w1th1n the tlmes spe01f1ed in (c),
'above, ‘or elects not to retarn tltle. |

(11) In those countrles in which the ggnt;agtgr
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.feils to file petent applications_within the times-specified_in:
_(c)‘above}' provided, however, that if the_gontrggtgr has fiied'a
.patent enplioation in'a country after the tinee speoified in_(c)
above; buthprior to its receipt-of.the written.request of the
Federal gggngy, the ggntrgg_g; shall continue to retain title in
that country._ .

(iii) In any country.in which the_ggﬁtxggtgi
:decides.not_to'continue the prosecution of_any applicatioh for,
to pay the maintenanoe fees on, or defend-in_reexaminetion or
- opposition proceeding on, a patent on a subject invention;
| .(e} Minimum Rights to Contractor and Protection of the
- Contractor nght to File. | -

(1) The ggn;ra__g; will retaln a nonexclus1ve royalty—
free lieense throughout the ‘world in each subject invention to
which the Government obtains title, except if the an;rgg;g;
‘fails to disclose the invention within the times specifified in
(c), above. The c¢ontractor's llcense extends to 1ts domestic
subsidiary and afflllates, 1f any, w1th1n the corporate
~structure of which the ggn__agtgr is a party and 1ncludes the
right to grant sublicenses of the same scope to the extent the
-ggntragtgr was 1egally_obllgated to do 50 at-the t1me the o
:ggntregt was awarded "The license is transferable only with the
_;approval of the EedergL Qgengz except when transferred to the o
-successor of that party of the contractor's bus1ness to whlch the
1nvent10n pertalns.' . R :

(2) The contractor's domestic iicenSe nay be.revoked
or modified by the funding Federal agency to the extent.necessary
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to achieve‘expeditious practicalcappiication oflsubject.inVention 
pnrsuant to an application for an exclusive license submitted in
saccordancetwith applicable provisions at 37 CFR Part.404. This
license will not be revoked in that field of use or the |
'geographlcal areas in which the con;_ag;g; has achieved pract1cal
appllcatlonrand continues to make the beneflts of the invention
' reasonably‘accessible to the public, The';icense_in‘any foreign
‘country may be revoked or nodified at the discretion of the
funding Federal aggngx to the extent the ggn;;ag;g;, its
licensees, or the donestic subsidiaries or affiliates have'failed
_to'achieve practicai application incthat foreign:country.
| (3) Before revocation.or'modification of the license,
the funding Federaleagengz‘will_furnisn the ggnt;actgr a Written:
notice of its intention to revoke or modify‘the license, and the
contractor will be allOwed_thirty days {or such other time_as may
l:be authorized by the funding Eederal aggngylfor'good cause shown
by the gontractgg) after the'notice to'show cause why the'license
should not be revoked or modified. The contractor has the right
]to_appeai,fin accordance with appiicable'regulations in 37 CFR
Part 404, concerning the licensing of Governmentfownedn
inventions, any decision concerning'the revocation or
modlflcatlon of the llcense.-

(4) The agencx agrees that 1n accordance w1th 35 USC
205 1t will not dlsclose or release to thlrd partles pursuant to
requests under the Freedom of.Informatlon Act or otherwise coples
. of any docament which the'agengy_obtained under thiS'clause which :

is part of an application for patent with the U. S. Patent and
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Trademark Office'or_any foreign patent office filed by the
-;gntgagtg; (or its_aésignees, licensées, or émployées) on a
.subject invention'to which-thelggntgagtni'has elédted to retain
title. . o |

(5) The aggn_y agrees that in accordance w1th 35 UsC
205 1t w1ll ‘not disclose or releaae to thlrd parties pursuant to
-requests under the Freedqm of Informatlon Act or otherw1se_any
'infofmation sabmitted ander paragraph (é), above,‘disclosing a
subject invention for a reasonable time in order for the
ggnt;ég;g; to file a patent aﬁpllcatidn on'anf subjéct‘inVentlon
‘in which it has elected or retains the right to elect retentich
of title. For purposes of this paragrabh,‘a reaSonable time
shall'be the time'during which an initlal patent application”may
.be filed.undér paragraph (c) of this clauSé{ provided,'hnwever;
that the agency may make disclosure at its discretion if it finds
that'the same informatinn has been-previoasly published by the
inventdr, contragtgg, or otherw1se.
| (6) Nothlng in subparagraphs (4) and (5) of this
paragraph shall preclude the agency publishing as part of its
regular technical information dissemination programs materials
:describing a subject'invéntion'to thetektent such materials were
prov1ded as part of a techn1ca1 rpport or other subm1551ons of
the ggntgagtg; which were submitted: 1ndependently of the
requ1rements of thls clause. Howmver, if the ggnt;agtg; not1f1es
the aggggy that a partlcular report or subm1551on contalns a |
dlsclosure of a subject 1nvent10n to which 1t has elected or may

'elect title, the agepcy will use reasonable efforts to restrict
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rits publication of the-material for at least six monthé from the
'date of 1ts recelpt of the report or subm1ssron or, if earller,_
until the QQn__Q_tgL has filed an 1n1t1al patent application. |
Moreover, nothlng in subparagraph (4) and (5) of this paragraph.
rshall preclude the adengy from releasing the documents described
in those'eubparagraphs to_other contractora of the agenpcy on a
confidential basis-if-such documents are relevant to the work
being performed by thoseVCOntractorsQ_ | | |

(£) QQn; actor Action to Protect the Government's Interest

(1) The ggntracto: agriees to execute or to have.
rexecuted and'promptly'de11Ver to the Eederal agency all‘
instruﬁents necessarj_to-(i)'estahlish Or_confirmfthe righte the
Government hae throughout the world in those subject inventions
to which_the ggnt;agtg; elects to retaih'title, and (ii) convey
title-to'the Fedezél agency When requested“under paragraph (d)
above and to enable the Government to obtaln patent protectlon
throughout the world in that subject invention. |
(2) The ggntractgr agrees to requlre, by written -

agreement, its employees, otherhthan'c1ericai-and nontechnical
employees, to disclose prcmptly in writing to persohnel_
identified as responsible for the administration of patent.
matters.and in a format suggested by the gont;agtgr eachhsubject
invention made under antragt.ihhorder that the pgntragtgr cah
comply with the disclosurerprovisions of paragraph {c),.above,
and to execute all papers_ﬁecessary to file patent applications
on subject inventions and to establieh the Government's rights in

the Subject inventions., This disclosure format_should_require,r
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Ias a minimum, thepinformation required by (o)fl),:above.. The_
contractor shall instruct such employees through employee
'agreements or other sultable educatlonal programs on the

' 1mportance of reporting inventions in suff1c1ent tlme to permit
_the filing of patent applications prior to-ﬁ. S. or foreign
o statotoryrbars; _ |
(3) The ggn;ra,tg; will notlfy the Eegeral agen_x of
: any dec151ons not to continue the prosecutlon of a patent
application, pay malntenance feeSf-or defend in a reexamlnation
or.oppositionlproceeding on a patent, in.any country; not'iess B
than thirty days before the explratlon of the response perlod
requlred by the relevant patent offlce.
| ' (4) - The contractor agrees to 1nclude, within the
specifioation of any Unlted States patent applloatlons and_ahy
patent isSuiag thereonlcOvering'a subject inventiOn, the
follOwihg statement; "This invention was_made with Government
Support under (identify thfe. contract) awarded by ‘(ide'ntify the
Feaeral'agency),'The Government has certaih rights.in the |
inVention.“ | B

(g) Subcontracts. _ _

(1) The contractor will include this.olauSei suitably
'modifiedrto identify*the parties,'in alllsubcontracts, regardless
of t1er, for experlmental developmental or ‘research. work to be
performed by a small bu51ness firm or domestlc nonproflt
organization. The subcontractor'w111 retain all rights provided

‘for the contractor in this clause, and the coptractor will not,
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'as.partlof the consideration for ayarding_the schontract; obtain'
‘rights in thereubcontractor's Subject'inventions. | -

@ The coptractor will include in all other
subcontracts, regardless of tier, for ex?eriﬁental;.developmental
or'reSearch work the'pateﬁt rights.claUSe-requireo by (gite
section of agen_y ipplementing regulations or FA_B) |

(3) 1In the case of subcontracts, at any tler, when the_

_ prlme award with the Federal agenty was a contract (but not a
grant or cooperative agreement), the ageg_y, subcontractor, and
_the contractortagree that the mutual obllgatlons of the partles
created by this claose coﬁstitute a contract betweeo'the
' subcontractor and the Federal agency with respect to the”matters.
covered by the clause; provided, however, that'nothing in’this
| paragraph is.intended to confer any juriSdiction under the
Contract Dlsputes Act in connectlon with proceedlngs under
paragraph (j) of thlS clause. |

(h) Reporting on Utlllzation'of Subject Inventions;- | .

The ggnt;agtg; agrees to sﬁbmit,on request_periodic
reportscno'more frequeatly_than annuaily oe_the utilization of a
subject :invention or on efforts at obtaining such utilizatioh
that are_being'made by the contractor or its.licenseee or
assignees. 'Such_reports shall include information regarding-the
status of_develooment, date of first commercial saletorruse,‘
gross royalties received by the.contractor,land such other data
and information as the'agengg may reasonaoly.specify. The_ |
contractor also agrees to provide additional reports as may be

requested by the aggngy'in connection with any march-in

53



- .proceedlng undertaken by the agency 1n accordance w1th paragraph

(j) of this clause. As required by 35 USC 202(0)(5), the agency
agrees it w111 not dlsclose such 1nformat10n to persons outside:
.the Government., | L
'(i) Preference for United States Industry. _
ﬁotwithstanding any Other provision of this clause;'the
ggntra__g_ agrees that neither it nor any assrgnee will grant
.to any person the exc1u51ve rlght to use or sell any subject
, 1nventlon5'1n the United States unless such person agrees_that
any products:embodying the subject invention or_produced thrdugh
the'use-of'theisubject,invention will he:ﬁanufactured'substan-
tially in the United States. HoWever, in individual cases, the
_ requlrement for such an agreement may be walved by the Egde;al
'agen_y upon a show1ng by the contractor or its a551gnee that
‘reasonable but unsuccessful efforts have been made to grant
1icenses on similar terms to potential licensees that would be
likely to manufacture subStantialiy in the United States or that
under the c1rcumstances domestlc manufacture is not commerc1ally
;fea51ble. |
| '(j) March—ln nghts. -

3 The ggnt_ag;gr agreeslthat with respect to any subject
,in#entlon in which it has requ1red,t1t1e, the Federal aggagy
has'the right in accordance with the procedures in 37 CFR 401.6
gand any supplemental regulatlons of the agengx to require the
' ggn;;ag;g;, ‘an asS1gnee or exc1u51ve 11censee of a subject
j'1nvent10n to grant a nonexc1u51ve, partlally exclu51ve, or

exclusive llcense in any field of uge to a respon51b1e appllcant
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thatf

‘or applicants, upon terms_that‘are'reasdnable under the
circumstances, and if the ggn;;agtg;}.aSSignee, or ekclUsive
" licensee refuses sueh'a request the Federal gggugx has the right

to grant such a license itself if the Federal agency determines

thats: -

{1) Such action-is necessary because the egntgagtgg or

'a551gnee has not taken, or ig not expected to take within a_

reasonable tlme, effective steps Lo achleve practical appllcatlon

of the subject 1nvent10n in such field of use.

- {2) Such actlon is necessary to allevxate health or
safety needs wh1ch are not reasonably satlsfled by the
contractor, a551gnee or thelr llcensees,'

| (3) Such action is necessary to meet requlrements for

public use specified by Federal regulations and such require—

ments are not reasonably satlsfled by the cgut;@gtg;, a581gnee

or llcensees, or

_(4) such action is necessary because the agreement

-required'byiparagraph (i):of this clause has not been obtained or

waiVed or because a licensee of the exclusive right to use or

‘sell any subject invention in the United States is in breach of

sﬁch agreement.
(k) Special Provisions for Contracts with_Nanrofit'
Organizations, | |

) If the co ntra_tQ; 1s a nonproflt organlzatlon, it agrees

(1) "Rights to a subject invention'in'the'United States

may not be assigned without the approval ofithe-ggde;alragengy,
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7e2cept wﬁere such aeSignment is made to ah'organization Which has
: ae-one of its primaty functions‘the'manageﬁent of inventions,
prdvided that'such aseignee Qill be subject to the same
Nprov1510ns as the ggnt_gctgr,_

(2) The ggnt;ag;g; w111 share royaltles collected on a
eubject invention with the inventor, including Federal employee_
coFinﬁentOrs_when the.subject inventioa is‘assigned in aécerdance'
" with 35 USC 202(e) and 37 CFR 401,10;

t(3) The balance of'ahy.royalties or income earned by
| the cont, _a_;_; with respect to- subject 1nvent10ns, after payment
of expenses (1nc1ud1ng payments to 1nventors) 1nc1dental to the
admlnlstratlon of subject 1nvent10n$w1ll be utlllzed for the
support of scientific research or educatlon;_and |

(4) It.will make efforts that'are reasonable under the
cifcamstances to attract 1icenseee.of subject inventions that are
‘small buéiness.firms and that it pill give a preference_to'a
small-busihess firm when licensing a subject invention if the
“gontractor determinee that the'small business firm has a plan ot
'proposal for marketing the-ihventien which; if-executed; 155
equallY'as'likely'to bripg_the invention to ptactical application
as any plans'ot propbsals from-applicaﬁts-that are ot small
business firms} provided, that the ggntagtgi is also satisfied
'that:the small business firm_hae the capability.and.resourCes to
carty out its plan or prepesa1. The decisieﬁ_whether to give a
 preference ih_ahy specific'case will be at the disctetion of the
. contractor. However, the contractor agrees that the'Asaistant

Secretary'of'Commerce for Productivity, Technology, and
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Innovation or hlS or her deS1gnee may rev1ew the cen;ragter,e
-llcen51ng program and de0151ons regarding small bu51ness
appllcants, and the g_nt_a_tgr will negotlate changes to 1ts
_llcen51ng pollcles, procedures, or practlces w1th the A531stant'
Secretary or designee when the Assistant Secretary‘s reuiewﬁ.
' discloses that the ggntLQQLQL could take reasonable_steps_to more
_effectively implement the requirements of this paragraph'(k)(4).
(I) Communications. R |

(Compiete According to Instructions at 401 5(b))

(b) When the Department of Energy (DOE) determines to use
alternatlve prOVlSlonS under 401.3, (a)(lv), the standard -
clause at 401.14(a), above, shall be_used wlth the
following-mOdifications: |

1. The title of the clause shailrbe changed to read'
as folloﬁsr | |
| Patent Rights to Nonprofit bOE Facility Operators (Mar 1984)
2, Add an "(A)“ after "(l)" in paragraph (c)(l) and
"add 'subparagraphs (B) and (C) to paragraph (c)(l) as follows.
(B)' If the 1nvent10n was made under activities funded.by
the Naval Nuclear Propulsion or Nuclear Weapons Programs of
QQ_, then the prov151ons of thls subparagraph (c)(l)(B)
'will apply in 1ieu.of paragraph (c)(2)'and (3. 1In sUch
'anses the contractor agrees to assign the Government the
ent1re rlght, tltle, and interest thereto throughout the
world 1n_and_to the.subject_lnventlon except to the extent
N that rights‘are retained'by_the contractor through a greater

rights deternination or under”paragraph‘(e),pbelow. ' The
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contractor, or an employee 1nventor, :fterICOnsideration"
with the contractor, may submit a request for greater rlghts
- at the time the_lnvent;on is dlsclosed and anytlme thereafter.
" DOE agrees to process such a request in accordance with
hprocedures at 37 CFR 401,15. Each determination of greater
. rights will be subject to paragraphs.(b) and (g) of this
'.clause and such'additional'conditions,'if any, deemed:to-be
approprlate by the Dega;;men; Qi Energy ' .
-(C) At the tlme an 1nvent10n 1s dlsclosed in accordance:.
With (c) (1) (A) above, or within 90 daijthereafter, the
' contractor will submit.a'written statement as.to whether or
not the invention was made under a haval nuclear propulsxon
‘or nuclear weapons related program of the Qegartmgnt of
'_ne_gx If this statement is not flled w1th1n this tlme,
subparagraph (c)(l)(B} will apply in lieu of paragraph
(c)(2) and (3). The contractor statement w111 be deemed
c¢onclusive unless, within 60 days thereafter, the
.contracting'Officertdisagrees in writing,.in which case
the matter will'berhandled as a dispute.under the _
'Contract Disputes Act. Pending_resolution.of the matter
‘the the invention will be subject to paragraph (c)(i)(B}.
'Pending'resolution‘of.the dispute the ggga;tment will
' eitherraliow the contractor_to file for a patent_orhwork:
.uithfthe‘contraCtorHso.that any patent application filed
by‘the Qgpa__mgnt is adequately drawn to address
potential commercral appllcatlons of the invention.

3. Paragraph (e) of the clause w1ll be modlfled by
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‘adding the follow1ng
(7) In addition to the license rights prov1ded by
subparagraph (1) above, in subject inventions to Wthh the.
'Government obtains‘title, the contraotor will retain in such
:inventioneian encinsire,'royalty—free license, with right to
sublicense, throughout the'world, exceot‘if the contractor fails
‘to disclose the invention within the times specified in (c)
above, for the practice of the subject invention in all
fields of use other than naval nuclear propu151on or nuclear
weapons. “Contractor's rights under this subparagraph are'
‘Subject.to paragraphs (h)-{k) of this clause, but they are
.not subject to subparagraph (2) of this paragraph The |
fggggwtmgg; will work with the contractor, 1f the contractor
'requests, so that any patent application filed by the
'Dggag_ment is adequately drawn to address potential
- commercial applications of the 1nvention in fields of use of
interest to the contractor.' | _. | |
| 4, Paragraph (k) (3) of the clauSe wilijbe modified as -
.prescribed'at 401, S(f). R
Sec., 401,15 Deferred Determ:nation
| (a)- This eection applies to requests for greater rights in
sUbject 1nventions made by contractors when oeferred
determination provisiOne were included in ths funding agreement
'hecaneerene of the exceptions at 401.3(a) was appiied. A
- contractor requesting greater-riqhts_should include With its
' requeSt information on its plane and intentions to_bring'the.

invention:to praotical application, :Withinjéo days after



"receiving a requestrand supporting informotion,‘or_SOOner.if'a
statutory bar to patenting is imninent, the .agency shoul&_seek.to
nake ardetermination In any event if a'bér to patenting is

‘ 1mm1nent, unless the agency plans to fi le on its own, it ghall
aLthorlze the contractor to file a patent appllcatlon penolno a.
3 determlnatlon by the agency. Such a fll;ng shall normally be at
the contractor's own risk and erpense? _EoweVer, if the'agency
SQbsequently refuses to‘allowgthe contractor to retain title'end
-eleCte to proceed with tne patent application'under Government
ownershiﬁ; it snall reimburse the contractor for the coSt of
preparing and filing the patent appliCation;

'Ib)c If the‘circumstances,or concerns which originaliy,led
the:agency to 1nvoke an exception under 401 3(a) are not
applicable to ‘the actual subject 1nventlon or are no’ longer valld
becauee of subsequent events, the agency should allow the
'contractoroto-retain title to the invention on the same
conditions as wonld\have applied if the standard cJanse at
.'ﬁOl ld(a) had been used Orlalnally. | R

(c) 1If paragraph (b) is not appllcable then the agency
shall make 1ts determlnatlon based on an assessment whether its
 own plans regardlng the-lnventlon will better promote the
.p011c1es and obwectlveq of 35 UsSC 200 than will contractor
ownershlp of the invention. Moreover, if the agency is concerned
only about specific uses or appllcatlons_of“the invention, it
shall consider 1eeving title in the'contractor with-additional'
conditions imposed upon the contractor‘s.use of the invention for

such applications or with expanded Covernment license rights in



:guch”aﬁplicationé. 7

V(G)'_A.determiﬁation not to allow the'cohﬁractor td-fétain
title to a subject invention or to restrict or cbhditibn‘jts
'tiflé thh'cdnditions'Siffering frém those in the élaﬁse.at
‘401;14(a), unless made by_thé head of the agency, shall be
'appealable by the contraCtor fo an:agency official ét a'level
above the person who'made the deterﬁinatioh.' This appeal shall
‘be subiject to the'pr§cédures applicabie to apﬁealélunde: 401.11

‘of this part.
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